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Abstract

Purpose: Effective financial fraud control requires all Commonwealth agencies to
comply with the Commonwealth Fraud Control Guidelines (Attorney-General's
Department and Australian National Audit Office, 2004). The focus of this research is the
implementation and adoption of the Commonwealth Fraud Control Guidelines in
Australian public organisations over the period 2008-09; 2009-10; and 2010-11. The
implementation of the Commonwealth Fraud Control Guidelines has taken place in the
public sector since the Australian Government launched its Guidelines in 2002
(Attorney-General's Department, 2011). These Guidelines came as a part of the new
direction in the Australian public sector, which is known as New Public Management
(NPM), in order to improve government performance and enhance financial public
accountability. The aim of this study, thus, is to report on the extent of compliance with
the Commonwealth Fraud Control Guidelines by Australian Commonwealth Government
Organisations, to determine if these Guidelines contribute to the discharge of public
financial accountability.

Research Design: This relatively small study applies a qualitative content analysis to
annual reporting of selected Australian public agencies. Content analysis is used in this
study to explore the relationship between the Commonwealth Fraud Control Guidelines
and their application, if any, by Australian agencies over the period 2008-09, 2009-10,
2010-11. It intends also to identify the extent to which such application has helped to
enhance performance and financial public accountability.
1

The theoretical orientation adopted in this study is built on Institutional Theory.
Institutional theory is mainly built on the view that organisations are social systems
(Scott, 2001) and thus it is employed as a theoretical frame to find out why organisations
adopt particular practices, policies, and procedures (DiMaggio & Powell, 1983; Meyer &
Rowan, 1977), and also to explain their actions that are driven by environmental
pressures (Scott, 2001). Institutional theorists emphasise that organisations are not only
productive bodies, but also social and cultural systems (Scott, 2001). The use of
institutional theory as the overall orientation to this study would give a lens through
which the collected data can be explored. Thus, it serves as an analytical framework to
explore the findings that emerged using the tools of content analysis of various public
agencies’ documents.

Findings: The collected data of this study has shown that Australian Public Agencies
have highly complied with the Commonwealth Fraud Control Guidelines over the period
of the study. This high degree of compliance among the study sample would demonstrate
that the Commonwealth Fraud Control Guidelines do contribute to public sector financial
accountability. The high degree of compliance of public agencies with the
Commonwealth Fraud Control Guidelines can be seen as indicating they are simply
accepted in order to obtain or maintain legitimacy in their institutional environment
(Meyer & Rowan, 1977).

Originality/value: The main contribution of this research is to fill the gap in government
accounting literature, in relation to the management of fraud risk and public
accountability. In particular, this research hopes to contribute to the academic literature
2

in relation to the accountability process of the Commonwealth Fraud Control Guidelines.
This is because there appears to be no empirical evidence that indicates to date, the
implementation of the Commonwealth Fraud Control Guidelines in government
agencies. The findings of this study will be valuable to both theoretical and empirical
studies in the area of fraud control and compliance with the guidelines. In particular, this
research has the potential to assist and improve the quality of the governmental and
individual accountability to the public and the Parliament.

Keywords: Accountability, Australian public sector, Commonwealth Fraud Control
Guidelines, New Public Management.

3

Table of Contents

Thesis Certification ----------------------------------------------------------------------------------i
Dedication -------------------------------------------------------------------------------------------- ii
Acknowledgments ---------------------------------------------------------------------------------- iii
Abstract ----------------------------------------------------------------------------------------------- 1
Table of Contents ----------------------------------------------------------------------------------- 4
List of Tables, Figures ----------------------------------------------------------------------------- 7
List of Abbreviations ------------------------------------------------------------------------------- 9
Chapter One – Introduction -------------------------------------------------------------------- 11
1.1 Background to the Research --------------------------------------------------------------- 11
1.2 Research Motivations ---------------------------------------------------------------------- 13
1.3 Research Question -------------------------------------------------------------------------- 13
1.4 The Significance of the Research --------------------------------------------------------- 14
1.5 Theoretical Orientation --------------------------------------------------------------------- 14
1.6 Outline of the Thesis ----------------------------------------------------------------------- 16
Chapter Two – Literature Review ------------------------------------------------------------ 17
2.1 Introduction ---------------------------------------------------------------------------------- 17
2.2 Fraud in the Public Sector ----------------------------------------------------------------- 17
2.2.1 Fraud in the Australian Public Sector ----------------------------------------------- 17
Australian rate of fraud ---------------------------------------------------------------------- 21
2.2.2 Fraud in relation to the Australian Attorney- General’s Department ----------- 21
2.2.3 Fraud in relation to departmental and administered funds ----------------------- 25
2.3 New Public Management ------------------------------------------------------------------ 29
2.3.1 Public Sector Reforms and New Public Management, a Global Perspective - 29
4

2.3.2 Public Sector Reforms and New Public Management, an Australian
Perspective ------------------------------------------------------------------------------------- 38
2.4 Public Accountability ---------------------------------------------------------------------- 55
2.4.1 The Concept of Accountability ------------------------------------------------------ 55
2.4.2 Public Sector Accountability Relationships ---------------------------------------- 57
2.4.3 Public Accountability in the Global Context--------------------------------------- 61
2.4.4 Public Accountability in the Australian Context ---------------------------------- 65
Chapter Three – Methodology and Data Collection -------------------------------------- 69
3.1 Introduction ---------------------------------------------------------------------------------- 69
3.2 Research Orientation ----------------------------------------------------------------------- 70
3.3 Content Analysis Qualitative Approach ------------------------------------------------- 74
3.3.1 Definition of Content Analysis------------------------------------------------------- 75
3.3.2 Qualitative Content Analysis: -------------------------------------------------------- 75
3.3.3 The Process of Qualitative Content Analysis -------------------------------------- 76
3.4 Data Collection ------------------------------------------------------------------------------ 77
3.4.1 Source of Data -------------------------------------------------------------------------- 77
3.4.2 Population and Sample ---------------------------------------------------------------- 79
3.5 Institutional Theory ------------------------------------------------------------------------- 90
3.6 Conclusion ----------------------------------------------------------------------------------- 92
Chapter Four – Data Analysis and Results -------------------------------------------------- 93
4.1 Introduction ---------------------------------------------------------------------------------- 93
4.2 First Stage: ----------------------------------------------------------------------------------- 94
4.3 Second stage: -------------------------------------------------------------------------------- 98
1. Department of Agriculture, Fisheries and Forestry - Department of State -------- 98
2. Attorney-General’s Department - Department of State ----------------------------- 100
3. Australian Customs and Border Protection Service - Prescribed Agency -------- 102
4. Australian Federal Police - Prescribed Agency -------------------------------------- 105

5

5. Australian Security Intelligence Organisation - Prescribed Agency -------------- 107
6. Family Court of Australia - Prescribed Agency -------------------------------------- 109
7. Department of Broadband, Communications and the Digital Economy Department of State ------------------------------------------------------------------------- 111
8. Australian Communications and Media Authority (ACMA) – Prescribed Agency
113
9. Department of Climate Change and Energy Efficiency – Department of State - 115
10. Department of Defence - Department of State -------------------------------------- 117
4.4 Conclusion ---------------------------------------------------------------------------------- 120
Chapter Five – Findings, Discussion and Conclusion ------------------------------------ 123
5.1 Introduction --------------------------------------------------------------------------------- 123
5.2 Research Motivations --------------------------------------------------------------------- 123
5.3 Purpose of the Research ------------------------------------------------------------------- 124
5.4 Discussion of Findings -------------------------------------------------------------------- 126
5.5 The Significance of the Research -------------------------------------------------------- 128
5.6 Limitations of the Research -------------------------------------------------------------- 128
5.7 Future Research Possibilities ------------------------------------------------------------- 129
References ----------------------------------------------------------------------------------------- 130

6

List of Tables, Figures
TABLE 1 AGENCIES SUBJECT TO THE FMA ACT 1997 (FMA ACT).................................... 88
TABLE 2 COMPLIANCE WITH THE COMMONWEALTH FRAUD CONTROL GUIDELINES WITHIN
THE AUSTRALIAN PUBLIC AGENCIES (2008-2009 TO 2010-2011) ............................... 95

TABLE 3 DETAILS OF COMPLIANCE OF DEPARTMENT OF AGRICULTURE, FISHERIES AND
FORESTRY (2008-09 TO 2010-11)............................................................................... 99
TABLE 4 DETAILS OF COMPLIANCE OF ATTORNEY- GENERAL’S DEPARTMENT (2008-09 TO
2010-11)................................................................................................................... 101
TABLE 5 DETAILS OF COMPLIANCE OF AUSTRALIAN CUSTOMS AND BORDER PROTECTION
SERVICE (2008-09 TO 2010-11)................................................................................ 103
TABLE 6 DETAILS OF COMPLIANCE OF AUSTRALIAN FEDERAL POLICE (2008-09 TO 201011) ............................................................................................................................ 105
TABLE 7 DETAILS OF COMPLIANCE OF AUSTRALIAN SECURITY INTELLIGENCE
ORGANISATION (2008-09 TO 2010-11) ..................................................................... 107
TABLE 8 DETAILS OF COMPLIANCE OF FAMILY COURT OF AUSTRALIA (2008-09 TO 201011) ............................................................................................................................ 109
TABLE 9 DETAILS OF COMPLIANCE OF DEPARTMENT OF BROADBAND, COMMUNICATIONS
AND THE DIGITAL ECONOMY (2008-09 TO 2010-11) ................................................ 112

TABLE 10 DETAILS OF COMPLIANCE OF AUSTRALIAN COMMUNICATIONS AND MEDIA
AUTHORITY (2008-09 TO 2010-11) .......................................................................... 114
TABLE 11 DETAILS OF COMPLIANCE OF DEPARTMENT OF CLIMATE CHANGE AND ENERGY
EFFICIENCY (2008-09 TO 2010-11) .......................................................................... 116
TABLE 12 DETAILS OF COMPLIANCE OF DEPARTMENT OF DEFENCE (2008-2009 TO 20102011) ........................................................................................................................ 118

FIGURE 1 DESCRIPTION OF COMMONWEALTH PUBLIC AGENCIES STRUCTURE ........... 79
FIGURE 2 COMPLIANCE WITH THE COMMONWEALTH FRAUD CONTROL GUIDELINES WITHIN
THE AUSTRALIAN PUBLIC AGENCIES (2008-2009 TO 2010-2011) .............................. 96

FIGURE 3 DETAILS OF COMPLIANCE OF DEPARTMENT OF AGRICULTURE, FISHERIES AND
FORESTRY (2008 TO 2011) ......................................................................................... 99

7

FIGURE 4 DETAILS OF COMPLIANCE OF ATTORNEY- GENERAL’S DEPARTMENT (2008 TO
2011) ........................................................................................................................ 101
FIGURE 5 DETAILS OF COMPLIANCE OF AUSTRALIAN CUSTOMS AND BORDER PROTECTION
SERVICE (2008 ......................................................................................................... 104
FIGURE 6 DETAILS OF COMPLIANCE OF AUSTRALIAN FEDERAL POLICE (2008-2009 TO
2010-2011)............................................................................................................... 106
FIGURE 7 DETAILS OF COMPLIANCE OF AUSTRALIAN SECURITY INTELLIGENCE
ORGANISATION (2008-2009 TO 2010-2011) ............................................................. 108
FIGURE 8 DETAILS OF COMPLIANCE OF FAMILY COURT OF AUSTRALIA (2008 TO 2011) . 110
FIGURE 9 DETAILS OF COMPLIANCE OF DEPARTMENT OF BROADBAND, COMMUNICATIONS
AND THE DIGITAL ECONOMY (2008-2009 TO 2010-2011) ........................................ 112

FIGURE 10 DETAILS OF COMPLIANCE OF AUSTRALIAN COMMUNICATIONS AND MEDIA
AUTHORITY (2008 TO 2011) ..................................................................................... 114
FIGURE 11 DETAILS OF COMPLIANCE OF DEPARTMENT OF CLIMATE CHANGE AND ENERGY
EFFICIENCY (2008-2009 TO 2010-2011) .................................................................. 116
FIGURE 12 DETAILS OF COMPLIANCE OF DEPARTMENT OF DEFENCE (2008-2009 TO 20102011) ........................................................................................................................ 119

8

List of Abbreviations

ABS

The Australian Bureau of Statistics

ACMA

The Australian Communications and Media Authority

ADF

The Australian Defence Force

ADO

The Australian Defence Organisation

AFP

The Australian Federal Police

AG

The Attorney-General’s Department

AIC

The Australian Institute of Criminology

ASIO

The Australian Security Intelligence Organisation

CAC Act

Commonwealth Authorities and Companies Act 1997

DAFF

The Australian Department of Agriculture, Fisheries and
Forestry

DBCDE

The Department of Broadband, Communications and the
Digital Economy

9

DCITA

The Department of Communications, Information Technology
and the Arts

FMA Act

The Financial Management Accountability Act

FMI

The Financial Management Initiative

FMIP

The Financial Management Improvement Program

GDP

Gross Domestic Product

KPMG

(Kliynveld, Peat, Marwick, Goerdeler) A global network of
professional services firms providing audit, tax and advisory
services

NCP

The National Competition Policy

NPM

New Public Management

OPEC

The Petroleum Exporting Countries

PMB

The Program Management and Budgeting

10

Chapter One– Introduction

Chapter One – Introduction

1.1 Background to the Research
Over the last thirty years, the Australian public sector has experienced significant
changes. These changes have taken place, in particular, in human resource management
systems, accounting systems and industrial relations systems. These changes have not
taken place only in Australia, but they also have been adopted in other western
democracies (Broadbent & Guthrie, 1992; Funnell, Cooper & Lee, 2012). It has been
argued that such changes or reforms came as a result of several drivers. One of these
suggested drivers is the appearance of the concept of the ‘new right’ and its emphasis on
market solutions to resource solutions to problems in the public sector (Hood, 1991).
Others argued another driver was the poor performance of governments in the late 20th
century (Pollitt, 1993), and there was a need for greater accountability within government
agencies. Likewise, it has been argued that the monetary problems experienced by many
western democracies have contributed to change the style of the public sector (Wanna,
O'Faircheallaigh & Weller, 1992). In relation to the Australian context, Emy and Hughes
(1991) argue that the major drivers to the changes in the public sector are due to the
limitation of resources that emerged in 1970, which was caused through the decline in the
level of taxation revenue and the reshaping of the national economy.
As a consequence of these reforms, the public sector has had to conform to new
expectations that it operates within a more commercial pattern, with an emphasis on the
implementation of private sector practices. These reforms have led to changes in the
11
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expectations of managers of public sector entities (Pollitt, 1993; Wanna et al., 1992).
Managers are now expected to demonstrate their accountability by not only reporting
how appropriate funds were spent, but also by being held accountable for the efficiency
and effectiveness of the public funds they manage(Mulgan, 2000a, 2001, 1997; Sinclair,
1995).
The new accountabilities generated a situation of dissatisfaction with the existing public
sector accounting system in Western countries (Guthrie & Parker, 1990). To deal with
this dissatisfaction, initiatives were introduced by governments to assist public agencies
improve their accountability and manage their funds more efficiently (Guthrie, Olson &
Humphrey, 1999). One component of this agenda has been the Commonwealth Fraud
Control Guidelines which were issued in 2002 (Attorney-General's Department &
Australian National Audit Office, 2004). The resulting guidelines enhanced public
accountability and it was envisaged that they would ensure that taxpayers' funds would
not be used fraudulently or wastefully (Reith, 1996). Thus it can be seen that, the remit of
Commonwealth Fraud Control Guidelines is to enhance public accountability by
controlling fraud and minimising the misuse of public resources (Attorney-General's
Department, 2011).
The purpose of this study therefore is to explore the relationship between the
Commonwealth Fraud Control Guidelines and their application, if any, by Australian
agencies. Furthermore, it aims to identify the degree to which such application has helped
to enhance performance and accountability within those agencies.

12
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1.2 Research Motivations
There are several reasons for undertaking this research. First, given that the
Commonwealth Fraud Control Guidelines were introduced in 2002, an exploration to
identify the nature of the implementation of these Guidelines by public agencies is
opportune as a review of the literature has found little evidence in this area. In particular,
the research hopes to identify the extent of take up of the responsibilities for the
efficiency, effectiveness and economy of the public resources that government agencies
manage. Second, there appears to be no empirical evidence that indicates to date, the
degree of compliance with Commonwealth Fraud Control Guidelines in government
agencies. Thus, this research has the potential to fill this gap in the government
accounting literature, in particular in relation to the management of fraud risk. Third, it
attempts to contribute to public sector accountability by identifying the nature of the
relationship between public agencies and the Commonwealth Fraud Control Guidelines.

1.3 Research Question
As stated earlier, the purpose of this study is to explore the relationship between the
Commonwealth Fraud Control Guidelines and the compliance, if any, by Australian
Commonwealth Government organisations. Furthermore, it intends to identify the degree
to which such application has helped to enhanced performance and accountability. To
achieve the research purpose, the research question which this study will address is:
Research Question: What is the nature of the relationship between the Commonwealth
Fraud Control Guidelines and the compliance, if any, by the Australian Commonwealth
Government organisations?

13
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In order to cover the research question, this research will address the following aims.
First, the research aims to identify the nature and the degree of compliance with the
Commonwealth Fraud Control Guidelines in Commonwealth Agencies. Second, it aims
to explore the extent to which the Commonwealth Fraud Control Guidelines contribute to
enhancing public sector accountability.

1.4 The Significance of the Research
The significance of this research stems from its potential contributions. The main
contribution of this study is to the accounting literature on Australian public sector
accountability, specifically in relation to the management of fraud risk. The literature
review demonstrates there is very limited academic research concerning fraud control in
the Australian public sector. It seems obvious that, if guidelines have been introduced by
the Australian Government as a way of coercing public agencies to increase the
efficiency, effectiveness and economy of the public resources that they manage, there
should also be regular investigations to determine if and how these guidelines are
‘working’. Thus, the findings from this relatively small study could provide a basis for
future research in relation to fraud control and public accountability in the Australian
public sector and possible amendments to the current Commonwealth Fraud Control
Guidelines.

1.5 Theoretical Orientation
Theory in accounting research is used to interpret, to tell a story, and to provide
consistency to conceivable stories. Thus in this study, theory will be used to assist in
exploring, explaining and evaluating the existing accounting practices implemented in
the sample Australian public agencies. In doing so, theory would assist to guide the focus

14
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of the researcher to issues that contribute to the largest meaning and explanation. Also, it
helps the researcher to understand the collected data on organisational activities, structure
and processes (Llewelyn, 2003). In general, theory is adopted in this research as a way to
interpret and explain the findings, in order to improve our understanding of the
phenomena under study.
The theoretical framework in this research is based on “Institutional Theory”. A central
view of the institutional perspective is that organisations sharing the same environment
will employ similar practices and thus become "isomorphic" with each other. The
adoption of these practices is explained by organisations' conformity to institutional
pressures driven by legitimacy drives (DiMaggio and Powell, 1983).
‘Institutional’ theory has been employed to explain the adoption and implementation of
new public management reforms within the context of organisational change (Burns and
Scapens, 2000; Burns and Vaivio, 2001; Granlund and Lukka, 1998). Institutional
perspective has been widely adopted for studying the implementation of organisational
practices among organisations (DiMaggio and Powell, 1983; Meyer and Rowan, 1977;
Scott, 1995).
Using institutional theory as the overall orientation to the study will also provide a lens
through which the data can be explored. Thus it will serve as an analytical framework to
explore the findings that emerge using the tools of content analysis of various public
agencies documents.

15
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1.6 Outline of the Thesis
The rest of this thesis is organised in four chapters. Chapter Two provides a review of the
extant literature that addresses the areas surrounding the research question, including:
Fraud in the Public Sector; New Public Management; and Public Accountability, in order
to set a sense for the context of the research.
Chapter Three discusses the method used in this research, and explains the data
collection tool. This chapter offers an in-depth discussion in relation to the
methodological framework including the ontological assumptions, the epistemological
assumptions and methodological assumption upon which the research is based.
Additionally, this chapter discusses Institutional Theory, and introduces the data scope,
size and sample. Chapter Three used as a foundation for Chapter Four mainly to explore
the nature of relationship between the Commonwealth Fraud Control Guidelines and the
Australian Federal Public Agencies.
Chapter Four reports on the findings of the application of the research method, and
discusses the application of Institutional Theory. The Chapter also includes a
representation of the collected data by using charts to clarify the findings.
Chapter Five draws conclusions, limitations, and any possible basis for future research.
The Chapter discusses the results of Chapter Four and presents the key findings from the
application of the research method on the annual reports of Australian Public Agencies.
The findings are explored in order to answer the research question and to identify any
possible opportunities for future research. Also, the final Chapter includes a reminder of
the purpose, motivations, and the significance of the research, in order to complete the
picture of the research.

16

Chapter Two – Literature Review

Chapter Two – Literature Review

2.1 Introduction
Chapter Two provides a discussion of literature on the areas that surround the research
question. These areas are Fraud in the Public Sector, New Public Management, and the
Accountability in the Australian Public Sector.

2.2 Fraud in the Public Sector
2.2.1 Fraud in the Australian Public Sector
The Commonwealth Fraud Control Guidelines define fraud, as “dishonestly obtaining a
benefit or causing a loss, by deception or other means” (Attorney-General's Department,
2011, p. 5). Fraud against the Commonwealth can be internal fraud which is related to
employees of an agency, or can be external fraud which is related to parties outside the
agency. Fraud can also be complex fraud which results from a group that consists of
employees in the agency and bodies outside the agency (Attorney-General's Department,
2011).
Fraud exists at a global level and no country remains devoid of it (Zafarullah &
Siddiquee, 2001). Therefore, It becomes important for the governments to implement
rules and regulations to control fraud so that the criminals think carefully before getting
involved in the criminal affairs and benefiting from a situation or exploiting public
20
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resources or funds for their own use (Kemp, 2010; Smith, 2011). For example, Kemp
(2010) produced evidence of the extent of fraud in the UK. He identified that “around
£25 billion of taxpayers' money is wasted every year through fraud and error in the public
sector” (Kemp 2010, p.1). This suggests that fraud is a serious problem and the misuse of
public funds needs to be controlled.
Wherever there are funds collected or accumulated, there is the possibility of misuse of
these funds (Lindley & Smith, 2001; Smith, 2011). For example, governments collect
revenue from the public for the public good but these funds when utilised for the foreign
visits of the ministers, buying of benefits and expensive cars are then categorised as
misuse of public funds (Lindley & Smith, 2001; Smith, 2011). Whereas when these funds
are utilised in the execution of projects for the benefit of the general public in the areas
such as building of public properties like parks, roads, and other infrastructure required
by the general public, these are categorised as an appropriate utilisation of funds and
money being collected from public (Lindley & Smith, 2011; Smith, 2011).
Fraud occurs in the government organisations at each and every level starting from the
junior positions to senior positions (Kemp, 2010). As per the observations and the
investigations, it is largely acknowledged that it starts at a smaller scale and slowly and
gradually increases (Kemp, 2010; Lindley & Smith, 2011). In the public sector, since the
government officials are involved in various large assignments, scrutiny or auditing on
the junior and mid-level officials becomes difficult every day and the things come into
notice when the small wrong doing gets converted into serious fraud or corruption
(Kemp, 2010; Lindley & Smith, 2011).

18
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According to the Attorney-General's Department and the Australian National Audit
Office (2004), there are certain recommendations that could be followed and
implemented in order to reduce the extent of the fraud:
a. Strict Message from Senior Management - Senior management should lead by
example and should strictly say that any kind of fraud will not be tolerated.

b. Implementation and adherence to the various policies and processes - There
should be clearly defined policies and processes, which should lay out the manner
and kind of the processes and procedures to be implemented and it should also
define and lay out the punishments and the consequences of any violation of the
systems. The employees of an organisation, as a result, would be more aware and
responsible for their actions and hence would adhere to the rules and regulations.

c. Appointing a risk and fraud detecting team or auditing team - Every project
should be checked and audited at regular intervals. The process of the auditing
should be kept intact and hence if any fraud or crime has taken place it could be
curbed or controlled at the initial state so that it may not seep into the entire
system.

d. Training and Development - The entire staff or team should be trained about the
rules and regulations of the organisation and they should be taught to adhere to
the various guidelines.

e. Grievance Handling or Whistle Blowing - This scheme encourages employees to
take responsibility in controlling fraud by reporting any suspicions of fraud that
could exist in the system. If any employee takes benefit of any situation then it
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becomes the responsibility of another employee to bring it into notice of the
management. Hence a suitable action could be taken against him or her and
loopholes could be removed or eliminated and an error free system could be
developed and maintained.

f. Setting examples for the future - It is essential to set the examples before taking
strict actions against the perpetrators of fraud. This would help the perpetrators to
remain aware of the consequences of their actions, in case they get involved in the
fraud scheme. (Attorney-General's Department & Australian National Audit
Office, 2004)

The Australian Public Sector is facing a large amount of fraud by many public servants in
various government sector organisations. The main types of the fraud that take place in
the Australian Public Sector can be categorised as: insurance fraud, superannuation fraud,
health and safety fraud, migration fraud, investment fraud, revenue and taxation fraud
(Australian Crime Commission, 2012; Australian National Audit Office, 2004; Smith,
2011). The Australian Crime Commission has estimated the per annum crimes in the
country as rated to be $AU 10-15 billion (Australian Crime Commission, 2012). The
Australian Government is seriously concerned about controlling the situation, as besides
causing high dollar fraud, it also impacts negatively the criminal’s family, career,
businesses and the individual’s health (Australian Crime Commission, 2012). It also has
serious and negative impacts on the economy of the country (Australian Crime
Commission, 2012). The major impacts that occur in Australia are: higher premiums of
insurance, loss in credit rating and savings, privacy and confidentiality compromises, loss
or reduction in tax savings and government saving (Australian Crime Commission,
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2012). The Australian Government set up an organised crime strategic framework in
November 2009 that works with various agencies in preventing, curbing, regulating and
controlling all the crimes that take place in the country (Australian Crime Commission,
2012). These crimes in Australia decrease the country economic and financial stability
which in turn affects the global trade relations of the country (Australian Crime
Commission, 2012).
The following summary from Smith’s analysis of fraud provides some details about the
scope and the size of fraud in Australia which could help to indicate the extent of fraud in
the Australian public sector:
Australian rate of fraud
•

“383 deception offences recorded by Australian police / 100,000 population in
2009-10 (85,496 offences – 10% fewer than in 2008-09) Fraud losses generally.

•

AIC (Australian Institute of Criminology) - Fraud in Australia cost $8.5 billion in
2005 ($5.9 billion in 2002).

•

ABS (Australian Bureau of Statistics) – 5% of Australians suffered personal fraud
in 2007 (806,000 people >15), total losses $977 million; $2,156 per person.

•

KPMG Fraud Survey (2009) - 420 organisations reported losses of $301 million
from February 2006 to January 2008 ($1.5 million mean losses per organisation).

•

KPMG Fraud Barometer (2010) - $248m lost in 123 prosecutions ($25m
government losses in 14 cases from July to Dec 2010).” (Smith, 2011, p. 13)

2.2.2 Fraud in relation to the Australian Attorney- General’s Department

The Australian Attorney-General is a member of the Federal Cabinet and the chief law
officer of the Crown and his department takes control over the judicial positions and the
21
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prosecutions against criminals (Attorney-General’s Department, 2013). This department
has a role and responsibility in preventing the crimes or fraud occurring in the entire
country at any level (Australian Crime Commission, 2012). The department has to ensure
that high quality and standards of performance are maintained in the Australian
Government as well as the entire economic, political and financial sector (AttorneyGeneral’s Department, 2013). This body has an independent working responsibility
towards the elimination of crimes and fraud on permanent basis (The Attorney- General’s
Department, 2013). The Attorney- General’s Department has been established in order to
create awareness among the general public for the consequences of committing crime or
fraud (The Attorney- General’s Department, 2013). The department mainly aims to help
the public to not be involved in unnecessary activities that could cause unrest in their
country, their families and their personal, as well as the professional, lives (AttorneyGeneral’s Department, 2013). If the crime or fraud has occurred, the Attorney-General’s
Department acts as per the processes and procedures defined in their standards, rules and
regulations (The Attorney- General’s Department, 2013). These kinds of regulations and
rules are very important to be developed as they help to control the crimes as their core
activity, which helps to avoid the unnecessary burden of a non-core activity or business
of the Australian Government (Attorney-General's Department & Australian National
Audit Office, 2004; Attorney-General’s Department, 2013).
The process developed by the Australian Attorney General is very simple and action is
taken instantly and quickly (Attorney-General's Department, 2012; Attorney-General's
Department & Australian National Audit Office, 2004). Anyone can report a crime to the
Attorney General and provide their contact details along with the following details:
a. Details of the fraud, crime and the people involved in it.
b. What, how, when and where the fraud has occurred.
22
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c. The availability of the informer required in case they are required to provide
evidence to resolve the crime or fraud that has happened (Attorney-General's
Department, 2012; Attorney-General's Department & Australian National Audit
Office, 2004).
The department takes all the offences seriously and the information given by the reporter
of the crime would be kept confidential (Attorney-General’s Department, 2012). This
information can only be used by the Attorney- General (Attorney-General’s Department,
2012). This department takes full control over all the fraud being reported in the country
(Attorney-General's Department & Australian National Audit Office, 2004; AttorneyGeneral’s Department, 2013). The following are considered to be the responsibilities and
detailed profile of the Attorney- General (Attorney-General's Department, 2012;
Attorney-General's Department & Australian National Audit Office, 2004):
a. Ensuring the implementation and follow up of the Commonwealth Fraud Control
Guidelines - The Attorney General takes a role in investigation and reduction
fraud of the country in order to ensure the economy of the country is healthy in all
the respects. The Department plays a role in ensuring that the guidelines are being
followed and agencies inspected and audits are being carried out at all levels thus
contributing to curbing fraud in its early phase.
b. Undertaking an advisory role to the Australian Government on processes to aid in
curbing fraud - Every time the Government faces issues and problems pertaining
to criminals and the frequency of fraud increases, this department takes full
charge and if possible counsels the government in controlling the situation by
rendering full support in all the ways as required.
c. Helping the Australian Government in promotion of risk management techniques
– One of the responsibilities of the department is to make a comprehensive survey
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of the country, organisations, and government departments in order to provide
information about the various risk management techniques. This helps to identify
and promote effective techniques in detecting fraud as early as possible so that all
the fraud and issues are resolved at the earliest. One technique may not work as
sometimes the situations and the criminal offence rises to such an extent that
employing the normal method of curbing is not effective. The fraud then it has to
be controlled through different techniques as if the rate of the fraud or crimes
increases, it would become very difficult to take control compared to when it was
in its nascent stage.
d. Development of standards of fraud control and promoting the best practices in
fraud control - it is quite important that certain standards need to be set in all
organisations, offices, businesses and ministries and politics and in case employee
violates the standards then suitable action is taken . These standards that are set
need to be reviewed at regular intervals so that the Australian Government can
easily curb all the processes and control the entire situation.
(Attorney-General's Department & Australian National Audit Office, 2004;
Attorney-General’s Department, 2013).

Roberts (2005) suggests that fraud investigations are referred to the Attorney General
only when the situation has exceeded a base standard or it is beyond the control of the
Australian Government. The Australian Government first attempts to solve issues itself.
However, in cases when the situation is such that it exceeds the norm then the
government assigns the task to the Australian Attorney General to be investigated within
a given deadline (Attorney-General's Department & Australian National Audit Office,
2004; Smith, 1999). In other words, the Attorney- General’s Office is the dedicated
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department for fraud and crime control and when the government fails to make a
judgement over any situation the Attorney- General is able to implement an investigation
within its boundaries (Attorney-General's Department & Australian National Audit
Office, 2004; Smith, 1999).
If the Australian Government had not given this task to a specialised agency then it
would be difficult to control crime in Australia (Vineeta, 2004). Fraud and crime rates in
Australia have exceeded what was expected as people have migrated from many
countries to this country (Vineeta, 2004). Therefore this specialised department has a
core activity to control fraud and help the Government to a greater extent in controlling
fraud (Vineeta, 2004). The Attorney General has a direct relationship with fraud and
crime control and has to be responsible and accountable for all his/ her actions and he/
she also has to control and manage fraud in Commonwealth government departments, at
even the initial and early stages of crime and fraud (Attorney-General's Department &
Australian National Audit Office, 2004).

2.2.3 Fraud in relation to departmental and administered funds

Fraud is possible when funds flow is at an increased state and there is inflow as well as
heavy outflow of finances in an organisation (Lindley & Smith, 2011; Vineeta, 2004). In
the public sector or government organisations, funds move day and night and employees
have opportunities to exercise their authority over funds that they manage (Lindley &
Smith, 2011; Vineeta, 2004). Employees of public agencies are very well aware that
there would not be any kind of inspection or audits that will take place. Because of which
they are very secure in their jobs (Lindley & Smith, 2011; Vineeta, 2004).
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Every department as well as the administration consists of public servants who can
exploit governmental resources to their wish and hence take a benefit of the situation and
utilise funds for their own purpose. Even though these funds are assigned to the officers
for the work and benefit of general public and the institutions (Lindley & Smith, 2011).
Every department has to exercise the funds for the special vision, mission and objectives
which have been given to it (Attorney-General's Department, 2012). For example, the
Education Department is assigned funds for the benefit and usage of providing education
and literacy to the general public, and to build educational institutions (AttorneyGeneral's Department, 2012; Smith, 1999). However, there are people who could take
benefit of the situation, or take out money for themselves. For example, while procuring
books for the poor people, they may also buy books for their family, or may while
awarding contracts for the educational construction, they may give these to a person who
offers bribes to a government official (Attorney-General's Department, 2012; Smith,
1999). Another example is the administration of Australia where there are a lot of
services involved. The Government allocates funds for projects and accordingly calls for
tenders for work assignments on a larger scale. These tenders may be then given to the
contractors not on the basis of the merits but on the basis of the bribery that has been
offered to them. These transactions are categorised under the heading of fraud or crime
(Attorney-General's Department, 2012). The misuse of funds is largely prevalent among
the public sector and hence leads to the loss of confidence in the company, government
authorities, officials and the economy of the country (Smith, 2011).
The Australian Government was very seriously concerned about these kinds of crimes
and fraud and therefore began to find alternatives for controlling the fraud in the
Australian Public Sector (Smith, 2011). These alternatives need to be given a deep
consideration and implemented on an immediate basis in order to control fraud as early
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as possible (Smith, 2011). Many Australian Government departments, such as education,
health, and public management have been entangled in fraud which is deep rooted among
officials, resulting in financial losses (Smith, 2011). This has negatively affected the
name not only of department, bodies and individuals but also of the country (Lindley &
Smith, 2011; Attorney-General's Department, 2012).
In Australia there is no comprehensive system to deal with fraud. Faunce, Urbas &
Skillen (2011, p. 474) point out that there are programs which support the control of
fraud, such as payment for the detection of fraud by whistle-blowers. This indicates that
the Australian Government needs to implement more comprehensive programs for
dealing with fraud. The Attorney General keeps control over the various government
departments as well as the administrative agencies in order to prevent any such
occurrences and hence curb the crime rate (Attorney-General’s Department, 2013). In
Australia after the formation of the Attorney General Department, the ministers are the
self-entities who are responsible as well as accountable for their actions. If misconduct
takes place, the ministers will individually be held responsible for the fraud or the crime
that has occurred in their departments (Attorney-General’s Department, 2013).
It becomes essential for the Government as well as for the individuals to take care of
their responsibilities as well as the accountabilities (Attorney-General's Department,
2012; Smith, 2011). This can be helpful in resolving any problems that could exist
(Attorney-General's Department, 2012; Smith, 2011). The Australian Government has
attempted to eliminate these crimes from the country through the appointment of several
investigators and the Attorney General being given the public responsibility as well as
the accountability for inspecting the various cases of fraud (Attorney-General’s
Department, 2013). As a result, solutions of the problems of fraud has been derived by
taking measures to control the cases of fraud as early as possible so that these crimes or
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fraud do not take a massive or huge shape of form (Attorney-General’s Department,
2013). The Australian Government is serious about elimination of fraud and it sets
examples to the general public that crime and fraud lead to the loss, not only at individual
level, but a larger governmental and country’s economic level (Smith, 2011; Vineeta,
2004). The following section presents a preview of one of those solutions of the
Australian Government in controlling fraud which is the Commonwealth Fraud Control
Guidelines. A more detailed discussion of the Commonwealth Fraud Control Guidelines
will be covered in a later section of this chapter as it represents the main focus of this
research.

Commonwealth Fraud Control Guidelines
The guidelines as laid by Commonwealth Fraud Control are as follows:
•

An efficient process to be devised so that the government can determine the
priorities and allocate resources accordingly.

•

Performance Management and Budgeting to be the priority for the government
and performance needs to be monitored.

•

Along with the responsibility, more accountability needs to be given to various
ministers as well as other departments and bodies.

•

Strategic approach to be adopted for the allocation of collected funds, distribution
of funds, and its successful utilisation, without wastage or crime.

•

A secret commission to monitor the working of the various departments,
ministers and officials need to be formed which will have strict rules laid down if
some crime or fraud has happened.
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•

Maximum utilisation of risk management techniques. (Attorney-General's
Department, 2011).

2.3 New Public Management
2.3.1 Public Sector Reforms and New Public Management, a Global Perspective

Over the last thirty years, public sector reform has been a concern for many governments
across the world. This reform is currently referred to as ‘New Public Management’
(NPM) in the UK, and ‘Managerialism’ in Australia, and has also been referred to using
terms such as ‘Marketisation’, ‘Privatisation’ and ‘Commercialisation’ (Guthrie &
Parker, 1990). Hood (1991, p. 3) declares that the label NPM “is a loose term” that
comprises “a set of broadly similar administrative doctrines which dominated the
bureaucratic reform agenda” in the late 1970s in western democracies.
As the label suggests, NPM provided management in the public sector with a new
inspiration (Emy, 1978). NPM requires restructuring of the public sector in terms of
becoming more similar to the business style, with more assertion on “efficiency and
effectiveness, and letting the managers manage” (Mulgan, 2000, p. 246). Increased selfdetermination of public sector employees and the intention to enhance the public
accountability framework was seen as a result for these transformations. However, the
main concern of this reform was the utilisation of tax payers’ money for sustained
economic growth, and increased efficiency in the public sector. It was seen as a move
from “accountability for processes” towards “accountability for managing outcomes”
(Hoque, 2005, p. 368), accordingly the catchphrases “managing for results” and “letting
managers manage” have become common (Mulgan, 2000, p. 246).
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NPM is a laden term and has extremely involved political meanings (Pollitt, 1993).
Concepts such as ‘transformation, ‘reinvention’, ‘modernisation’, and ‘improvement’
have been correlated with this term (Guthrie & Parker, 1990). These concepts have
indicated that political and administrative structures are not in sync with public
requirements (Halligan & Adams, 2004; Halligan & Power, 1992; Wilenski, 1986).
Public sector reform is considered as an important approach to improve the performance
of government (Halligan, 2005). These reforms can also be seen as responses to the
issues emerging from pressures for reforms both internally and externally. (Halligan,
2005; Mulgan, 2000b). Public sector reforms can be described as a strategy to improve
performance of public organisations as well as public accountability through changes in
public organisation structures, attitudes, and processes (Halligan, 2005; Mulgan, 2000b).

2.3.1.1 Reform Pressures

There have been attempts to reform the public sector for a long time ago, in Western
countries (Emy, 1978). The significance of the public sector arises from its direct and
significant impact on the progress of the economic and social activities of countries
(Funnell et al., 2012). The public sector has implemented programs and policies in order
to ensure the broad economic and social aims of the government are met (Emy &
Hughes, 1991; Funnell et al., 2012). The inability of the public sector to deal with the
financial crises in the 1970s and 1980s such as oil crisis of 1973, currency crisis, and
continuous stagflation raised questions of accountability of the public sector (Considine,
1990). This supported the fact that the governments needed to change their way of doing
business. Additional to such failure, there were other elements that increased the

30

Chapter Two – Literature Review
pressures on the public sector. These elements included fast changes in the global
socioeconomic environment which indicated that the public sector needed to be reformed
into a more active and responsive organisation to support governments in successfully
achieving social developments and economic progress (Considine, 1990).
Literature on public sector reforms argues that the recent public reforms were a
consequence of several influences that contributed to encourage governments around the
world to adopt such reform in many phases in the last four decades. These pressures are
divided as follows:

1. Monetary Problems: It is argued that most Western countries have been mainly
driven by economic and financial crises to adopt public sector reforms (Hughes,
2012). In 1971, after the disappearance of the fixed exchange rate system of
Bretton Woods, governments across the world were surprised to see an increased
oil price. The increased price was due to the Arab-Israeli war in 1973 and the
Organisation of the Petroleum Exporting Countries (OPEC) decision to enforce
international oil price policy (Hughes, 2012). As a result, oil importing countries
witnessed severe inflation and economic stagnation. Prolonged inflation led to an
increase in commodity prices which further led to a slowdown in the economy
after rapid economic growth (Hughes, 2012). At the same time some
governments, like USA and Australia, increased their defence expenditure which
led to increased government deficits (Hughes, 2012). As a result, by the end of
1980s, the economy of these countries, in particular the Australian public sector,
was unable to face the pressures arising from competitive global markets
(Hughes, 2012). For other economies, the main driving factor for these changes
was the changing economic position policy (Hughes, 2012). In the late 1970s and
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early 1980s, the New Zealand economy was near the point of bankruptcy because
of the collapse of protectionism, the cost of its extensive social safety net, and the
changed economic relationship with the United Kingdom (UK). Likewise in the
UK, financial and exchange rate problems led to International Monetary Funds
intervention, which was followed by criticism from politicians and displeasure
from its nation (Hughes, 2012; Wilenski, 1986).

2. Administrative factors: Governments across the globe were concerned for the
size of the public sector and the costs of the state sector were being questioned on
whether value for money was provided to its citizens (Emy & Hughes, 1991).
Governments experienced difficulties in relation to the competing demands of
budgetary pressures on expenditure and even improving the existing level of
government services (Emy & Hughes, 1991). In an environment of dwindling
budgets and increasing appeals of constituents, there was a view that the
government’s delivery of public services was too costly and ineffective, due
mainly to the constraints of public sector administration and its status as a
dominant provider (Barrett Am, 2000). In other words, a huge amount of money
was spent relatively inefficiently by the public sector, on programs that were not
meeting the needs of the public.

3. Technological factors: The later part of the 20th century has been described as
the information age. This is because there were increasing trends in organisations
to employ, improve and manage information in order to gain competitive
advantage and to be more effective and efficient in delivering goods and services
(Hoque & Moll, 2001). Under those conditions, the public sector needed to
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develop new and innovative policies, structures and processes in order to respond
to various clienteles and satisfy the public (Hoque & Moll, 2001; Wensing, 1997).
The growth and use of new information technology has also provided a driver for
some of the changes. Some component of the NPM agenda such as performance
management, executive agencies and management decentralisation of the public
sector have been facilitated by the development of information technology that
allows for indirect monitoring and control of performance (Wensing, 1997).

4. Social factors: Public in Western countries were increasingly demanding a
greater role and involvement in the affairs of government, as well as quality
public goods and services (Emy & Hughes, 1991; Hughes, 2012, 1999). The
demand for better governance and transparency came as a result of criticisms
from politicians and the dissatisfaction of the citizens of poor government
performance (Barberis, 1995; Hughes, 2012). Politicians claimed that poor
government policies are the main cause of the recession of economies. In
consequence citizens demanded more responsible government and better services
(Emy & Hughes, 1991; Hughes, 2012). For example, in the early 1960s, Fulton
claimed that the traditional British civil service was incapable of dealing with the
problems of an increasingly complex society (Barberis, 1995). Another example
is the United States of America (USA). Since the 1970s, American public opinion
has resorted to being more critical of both the intention and the capacity of the
Federal Government in regards to its performance as many Americans came to
believe that the federal bureaucracy wasted huge amounts of money (Farazmand
& Pinkowski, 2006). As a result, the USA met strong anti-government rhetoric
and low public trust. By the end of the 1980s, there were signs of a real collapse
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of morale within the Federal Government service (Farazmand & Pinkowski,
2006). Other examples are Australia and New Zealand, even though there was no
evidence of popular opinion against the size and efficiency of government, it was
obvious that the public was not willing to put up with poor services or economic
crises (Pollitt, 1993; Pollitt & Bouckaert, 2004). They required improvements in
the economy, more efficiency in managing public spending, and the provision of
better services which together pushed governments toward public sector reforms
(Emy, 1978). A more efficient government expenditure would also lead to a
reduction in budget deficit which has been a concern during financial crisis.

These concerns and problems showed that the public sector was in crisis and needed to
be reformed to increase efficiency, effectiveness, and responsiveness (Thynne &
Wettenhall, 2004). Consequently, in recent years, the public sector management has seen
a new direction. This was termed as ‘New Public Management’, ‘Marketisation’,
‘Managerialism’, ‘Commercialisation’ and ‘Privatisation’ (Hood, 1991; Thynne &
Wettenhall, 2004). In spite of these different terms, they have all shared the same aspects
of transformation of public sector management from traditional management to a more
commercial model of administration (Hood, 1991, 1995).

2.3.1.2 Reform Responses

The inability of the public sector to meet the new challenges was seen to be a result of
the pressures that have been experienced by governments around the world in the last
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three decades (Emy, 1978; Hood, 1989; Mulgan, 1997; Sinclair, 1995). The public sector
was viewed as becoming massively dysfunctional due to: absence of real motivations to
minimise costs and maximise effectiveness; bureaucratic inflexibility; and lack of any
organised procedures and plans to achieve acceptable performance (Hood, 1989;
Lapsley, 2008). In this respect, voices were raised for improving the public sector to
make it more efficient and responsive to the needs of governments around the world.
This can be achieved by inculcating performance oriented culture, becoming more
customer focus, promoting public accountability, and encouraging competitions either on
the national or international levels (Boxall, 1998; Dixon & Kouzmin, 1994). In the last
three decades, public sector management has witnessed significant changes by taking a
more commercial direction to enhance accountability, efficiency, and effectiveness in the
public sector similar to that seen in the private sector. The inclusion of commercialism in
the public sector is the major driver of initiatives assigned to NPM or ‘Managerialism’.
The term ‘Managerialism’ was widely used until the term NPM was made popular by
Hood (1991). In this study, the term NPM will be used to refer to recent public reforms.
Hughes (1999, p. 148) described NPM as “a concerted program of public sector reform
aimed at replacing administration by management, replacing formal bureaucracy by
markets or contracts as far as possible, and reducing the size and scale of the public
sector”. Administrative concepts of NPM are argued to have seven aspects (1995, 1991;
Hughes, 2012; Lapsley, 2008; 2000a, 2001, 2000b, 1997). First and foremost, the
manager is the main focus in the management process in the public sector and should be
given more authorisations for more empowerment. Second, there should be obvious
criteria for benchmarking and measurement of performance. Third, various units or
divisions in the public sector should be separated and made independent entities to
improve the performance and enable quick decision making. Fourth, the new direction
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also requires greater focus on results and outcomes instead of inputs. Fifth, there should
be increased competitions in public sector to ensure high performance. Sixth, a plan must
be set up to minimise public expenditure in order to achieve effective use of resources
and save public funds from misuse. As a final aspect of NPM, management of public
sectors should be made similar to that of private sectors (1995, 1991; Hughes, 2012;
Lapsley, 2008; 2000a, 2001, 2000b, 1997).

These themes of NPM were approved by most Westminster countries but at different
levels in the last three decades (Guthrie et al., 1999). In the USA, for example, as with
most developed countries, there was an emphasis on reforming the public sector since
1980s (Gray & Jenkins, 1986; Boston, 1987). The election of a conservative government
led by Ronald Reagan in 1980 was seen as a base of a ‘business-oriented’ approach and
‘free enterprise’ culture that were adopted in the American public sector (Boston, 1987;
Broadbent & Guthrie, 1992; Gray & Jenkins, 1986; Gunn, 1988; Hood, 1989;
Mascarenhas, 1993; Schick, 1990). The positive point is that both the Republic and
Democratic Parties have shown agreement towards implementing a business style
government (Boston, 1987; Broadbent & Guthrie, 1992; Gray & Jenkins, 1986; Gunn,
1988; Hood, 1989; Mascarenhas, 1993; Schick, 1990). This facilitated the
implementation of the notions of private sector to be implemented in the US public sector
(Boston, 1987; Broadbent & Guthrie, 1992; Gray & Jenkins, 1986; Gunn, 1988; Hood,
1989; Mascarenhas, 1993; Schick, 1990). The UK engaged in the new direction of
management, or what has been known as managerialism, since Mrs. Thatcher’s
Government intended to adopt reforms in the public sector (Boston, 1987; Broadbent &
Guthrie, 1992; Gray & Jenkins, 1986; Gunn, 1988; Hood, 1989; Mascarenhas, 1993;
Schick, 1990). These reforms came as a response for the need to decrease the scope of
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the public sector, reinforcing political control, eliminating inefficiencies , and improving
public management performance (Conservative Central Office, 1979). These reforms led
to many initiatives, the Financial Management Initiative (FMI) and the subsequent Next
Steps Review were the most well acknowledged of these reforms(Humphrey, Miller &
Smith, 1998). As a first step toward the new reforms, Mrs. Thatcher appointed Derek
Rayner as the first efficiency advisor and many other managers in the governmental
sector in advisory capacities (Boston, 1987; Broadbent & Guthrie, 1992; Gray & Jenkins,
1986; Gunn, 1988; Hood, 1989; Mascarenhas, 1993; Schick, 1990). In the 1980s, New
Zealand also promptly adopted the new concepts and started tremendous programs of
corporatisation, privatisation, and commercialisation (Pollitt & Bouckaert, 2004). In
Australia, specifically in 1983, there was a large deregulation of the Australian economy
that had been implemented under the Hawke Labor Government(Boston, 1987;
Broadbent & Guthrie, 1992; Gray & Jenkins, 1986; Gunn, 1988; Mascarenhas, 1993;
Schick, 1990). This deregulation, and the new directions of the public management,
created a direct and powerful impact on the economy (Boston, 1987; Broadbent &
Guthrie, 1992; Gray & Jenkins, 1986; Gunn, 1988; Mascarenhas, 1993; Schick, 1990).

NPM and the managerial features of the public sector management have been accepted
by many governments around the world. However, the core of the adoption of NPM has
been mainly restricted to the ‘commercialisation’ which can be described as
implementation of practices followed by the private sector, in business conducted with
the public sector (Hood, 1991; Lapsley, 2008; Sinclair, 1995). This has required
organisations to change their structure through several methods that have been adopted
from the private sector such as deregulation, corporatisation, privatisation, and
decentralisation (Mathews & Grewal, 1997; Paterson, 1997). The purpose of all of these
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reforms was to achieve efficiency and effectiveness in the public sector and also to
increase accountability, and this would prompt change in management and operational
style within the public sector (Hood, 1991; Yeatman, 1997). This change also required
strategic planning with the focus on outcomes rather than input and an emphasis on
resource allocation, accrual accounting and annual reporting, performance progress and
performance measurement, the linkage between pay and performance, implementation of
competitive tendering process and total quality management. These methods are key to
achieving the intended objectives of NPM in the public sector services (Funnell et al.,
2012; Yeatman, 1997).

2.3.2 Public Sector Reforms and New Public Management, an Australian
Perspective

The Australian Government, like most governments around the world, assumed that
effective public sector management will lead to improved performance of the broader
economy of the country through the speed and direction of the structural change, and
impacting economic efficiency (Marshall, Witherby & Dollery, 1999). This could explain
the motivations behind the growing focus of scholars on the public sector in Australia
and its reform and for public reform being an essential issue for research in last three
decades (Broadbent, 1999; Broadbent & Guthrie, 1992; Hood, 1995). The 1970s have
been described as a decade of administrative reform and the 1980s as a decade of public
service reform (Hood, 1989; Wanna et al., 1992). Emy and Hughes (1991) noted that
during the 1980s the Australian Commonwealth Government adopted a significant
change in the financial management and enhancing financial accountability in the public
sector continues to be the key reason for the reforms.
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2.3.2.1 Drivers of Reform

In the post war era, the Australian economy witnessed an economic boom which lifted
the standard of living in Australia significantly (Horne, 1964). The economic prosperity
in Australia resulted from decreased rates of unemployment, and constant increases in
both domestic income and real wages (Dixon & Kouzmin, 1994). This prosperity led to
hope that Australia would witness faster economic growth. However, this led to
increased inflation resulting in fiscal problems to the government of the Whitlam Labor
Government (1972- 75). The economic slowdown was also felt in other Western
economics, such as USA and UK, which had led to severe recession to these economies
in 1974s (Dixon & Kouzmin, 1994). The severe recession led to high budget deficits in
those affected countries, including Australia. By the 1980s, the Australian economy
witnessed stagflation and a decline in the levels of living standards and industry
competitiveness (Argy, 2004). This indicates that, the Australian Government failed to
counter the pressure emerging from global competitiveness. In 1983-1984, the Australian
Government had a deficit of around 4.3% of the Gross Domestic Product (GDP)
(Australian Government, 1996). As a result of these problems, there was a need for a
structural change in the Australian economy in order to treat the fiscal imbalance in the
country budget. In addition to these fiscal problems, the Australian Government was
exposed to pressure for public sector reforms. These pressures can be mainly categorised
into four major pressures as follows:

1. Financial problems: The economic crises were viewed as one of the critical
motivations that contributed to pushing the Australian Government towards
public sector reform (Argy, 2004). By the 1970s, Australia witnessed economic
slowdown after years of prosperity. Growing debts, inflation, increased
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unemployment, lowering living standards were some of the major issues that the
country was facing. It also failed to face the stresses posed by competitive global
environment (Argy, 2004).

2. Technological developments: Technology was viewed to positively change the
public sector milieu in Australia (Beazley, 1995). The economic growth was
contributed to significantly by technological developments and many new
technology companies were emerging. Networked personal computers, email
and powerful spread sheets were expected to create a more efficient and
effective service delivery in the public sector, which in turn would meet and
enhance the expectations of the public, as they succeeded in reconfiguration of
the work environment and increased productivity in the private sector (Beazley,
1995).

3. Political factors: The concerns raised by the Labor Party also contributed to the
adoption of the public sector reforms in order to reinforce political control
(Pollitt & Bouckaert, 2004). In 1983, when the Labor party arrived in power in
the Australian Government, there were increasing concerns about the public
sector that had become a ‘law unto themselves’(Pollitt & Bouckaert, 2004). As a
result, there was an intent to enhance the political tendency in the public sector
in order to improve public accountability (Pollitt & Bouckaert, 2004).
4. Public appeals for better government: Increasing criticisms from politicians
and dissatisfaction of Australians about the performance of the government were
also one of drivers of the financial reform in the public sector (Hughes, 2012,
1999). It has been claimed that poor government performance and policies

40

Chapter Two – Literature Review
caused the economic recession (Hughes, 1999). As a result, there was a public
demand for improved government accountability and the performance of the
public sector, and also the public asserted that they were unwilling to sustain
poor services and more financial crises (Argy, 2001). They requested
development in the economy, restricted public expenses, and better public
services. All these factors drove the Government to adopt reforms in the
Australian public sector (Argy, 2001; Marshall et al., 1999). The public realised
the importance of public sector reforms as the sector was largely known for its
inefficiency and ineffectiveness. An efficient public sector would lead the
efficient management of resources contributing significantly to the growth of the
economy.

Moreover, during the 1970s and 1980s there was much research that had been completed
considering the new direction in the public management (Pollitt & Bouckaert, 2004).
These publications all shared the view that the traditional approaches to public
management needed to be reformed (Pollitt & Bouckaert, 2004). More effective and
innovative styles of management needed to be adopted in the public sector and even in
the other sectors. These views and publications, in relation to NPM, had significantly
influenced the approaches and processes followed by the Hawke and Keating
Governments (Pollitt & Bouckaert, 2004). Even greater influence of the views regarding
NPM was seen after the Howard Liberal National Government came into power in
1996(Pollitt & Bouckaert, 2004).

Generally, there were high correlations between these pressures and together they
contributed to the assertion that there is a need for the public sector to be reformed in
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order to increase the effectiveness and responsiveness of the public sector and increase
the efficiency with which public resources are utilised (Wensing, 1997).
2.3.2.2 Reform Responses

The pressures exerted on the Australian Government in the past two decades have
produced widespread support for the idea of NPM (Broadbent, 1999; Broadbent &
Guthrie, 1992; O'Faircheallaigh, Wanna & Weller, 1998). By the late 1970s the
challenges of the Australian Government were effective public services and improving
local communities (Broadbent, 1999; Broadbent & Guthrie, 1992; O'Faircheallaigh et al.,
1998). In order to meet these challenges, the Australia Government had been driven to
improve the performance of the public sector (Broadbent, 1999; Broadbent & Guthrie,
1992; O'Faircheallaigh et al., 1998), and there have been a number of initiatives that
implemented by the Australian Government to deal with the reform drives at both central
and state level. Various papers, agendas, reviews, and regulations were part of the public
sector reform. The aims of these initiatives were to improve financial, as well as
operational, aspects to help the Government speed up the decision making process. The
Government attempted to improve practices to achieve efficiency and effectiveness
through which the Government could meet its objectives. The Government also
attempted to evolve the management structures in such a way that it would enable it to
face the challenges of the international competitive economic environment (Broadbent,
1999; Broadbent & Guthrie, 1992; O'Faircheallaigh et al., 1998). A discussion of these
initiatives will be included in the following parts of this section.

Successive governments extended huge support and encouragement to the introduction of
the initiatives (Marshall et al., 1999). The leadership as well as the legislative
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commitment of successive governments emphasised the reform process (Marshall et al.,
1999). This has further sped up the reform process in the public sector. The political
perspective and the administrative perspective were considered the main influences
behind the support of leadership for reforms in the Australian public sector (Marshall et
al., 1999). The Royal Commission on Government Administration of the Commonwealth
of Australia, (which was popularised as the Coombs Commission) was considered the
initial spark for the public sector reform (Royal Commission on Government
Administration of the Commonwealth of Australia, 1976). The task of the Commission
was to report the problems of the Federal Government Administration that had led to the
poor economic performance of the Australian Government during the 1970s (Department
of Finance, 1992). The Coombs Commission’s review “was the first wide-ranging
inquiry for over fifty years and its items reference required it to look into most aspects of
the public sector and other agencies of administration” (Wilenski, 1986, p. 5). The review
addressed both the financial and administrative areas of the federal bureaucracy including
funds,

processes,

accountability

and,

efficiency,

and

concluded

with
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recommendations (Royal Commission on Government Administration of the
Commonwealth of Australia, 1976). The better performance of government and its direct
reflection on the community was one of the central issues that was discussed by the
Commission (Hughes, 1999). It was apparent that several agencies and different levels of
government, as well as various divisions of government, including their separate
processes, may cut across each other. The report recommended that the public sector
should lay more emphasis on inputs and due process rather than outputs were seen as one
of the problematic issues of the public sector (Hughes, 1999). The Commission’s review
has emphasised that the traditional management that operated in the Australian public
sector was incapable of dealing effectively with the changing situation. However,

43

Chapter Two – Literature Review
Halligan (1997) pointed out that the new administrative laws (which involve:
Administrative Appeals Tribunal Act 1975; Ombudsman Act 1976; and the
Administrative Decisions Act 1977) that were presented in the Commission report of
1970s did not help to solve the broader problems. Moreover, many of the Coombs
Commission’s recommendations were not taken into consideration until 1980 (Guthrie &
English, 1997; Halligan, 1997, 1997; Reid, 1983).

By the 1980s, a new package of public sector reforms had been introduced in Australia.
The new reform package was established in order to achieve a more effective, efficient,
and responsible public sector by implementing the philosophies and practices of the
private sector that included more emphasis on results (Guthrie & English, 1997; Hughes,
1999; Reid, 1983). The new reforms agenda involved several proposals that have been
introduced by the Australian Governments since that time. These proposals have focused
on objectives such as improving efficiency and effectiveness in the public sector, as well
as making the public sector more responsive and more cost effective (Guthrie & English,
1997; Hughes, 1999; Reid, 1983). For instance, the Reid Review of 1983 suggested that
the aim of the public reforms are to improve the public sector efficiency, increase public
accountability, make public servants more accountable for the public funds they manage,
provide senior managers more power for recruitment procedures, and enhance ministerial
control over departments (Guthrie & English, 1997; Reid, 1983). The first reform in the
Australian public sector was considered to be Reid Review (Reid, 1983). The
recommendations of the Reid Review were not implemented due to the change of the
Government in early 1983, but they largely influenced later reforms (Australia Public
Service Commission, 2003).
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The newly elected Hawke Labor Government suggested a new proposal in 1983 for the
public sector reforms which was termed “Reforming the Australian Public Service”
(Mascarenhas, 1993; Parker & Guthrie, 1993). This proposal shared the objectives of the
Reid Review which promoted a more effective and efficient public sector and conferred
more accountability and flexibility to ministers and Parliament (Australian AttorneyGeneral's Department, 1984). Later, in June 1984, the measures of the 1983 White Paper
were legislated by releasing the Public Service Reform Act, 1984 (Australian AttorneyGeneral's Department, 1984) . The 1983 White Paper and the Public Service Reform Act
have been known together as “the most wide-ranging reforms of the Australian public
service since its creation at the time of federation” (Wilenski, 1986, p.273).

The previous initiatives such as the Coombs review of 1976 and the Reid review of 1983
had indicated several concerns regarding management of the public sector related to
efficiency, effectiveness of governance, performance measurement which were the
cornerstone of the Financial Management Improvement Program (FMIP) that was
introduced in 1984 (Australia Public Service Commission, 2003). The FMIP was
considered a key component of the reforms agenda during 1984, and seen as a major
vehicle of assessing the reforms introduced by the Australian Government during the
1980s (Guthrie, 1989; Mascarenhas, 1993; Schick, 1990; Wanna et al., 1992). The FMIP
had been released with the objective of supporting the Australian public sector in the
process of financial and managerial reforms (Australian Department of Finance, 1994aa;
1994bb). This program’s main aims were to guide the budget preparation process and
update the regulations rules of public financial and management at the governmental
levels. The program was implemented to improve the decision making system at the
departmental level and manage and assess outputs in public agencies and departments
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(Australian Department of Finance, 1994aa; 1994bb). The essence of the FMIP could be
sufficiently outlined with emphasis on managing for results and outputs (Schick, 1990).
The emphasis on outputs indicated that the focus of management should be turned into
the objectives of achieving cost effective outcomes instead of inputs or processes
(Australian House of Representatives Standing Committee, 1990). The FMIP suggested
that it was crucial to “let the managers manage” (Funnell et al., 2012, p. 84; Shand,
1990b, p. 66). This meant that the move in the public sector should be toward a more
decentralised structure (Funnell et al., 2012). Specifically, the FMIP emphasised the
requirement to establish a more clear and timely budget process through more focus on
better values and practices, and that could be gained by improving organisational
structure, management systems, program management, evaluation and management
information (Shand, 1990b, 1990a). The FMIP was viewed as a tool that offered a
comprehensive frame for effective funds management (Guthrie & Parker, 1990).

In 1987, the Australian Government introduced a new program as a component of the
reforms agenda which is known as Program Management and Budgeting (PMB) (Bartos,
1994; Management Advisory Committee, 2004; Russell, 1993). PMB was used as an
alternative term to Program Budgeting in 1987-1988 (Bartos, 1994; Russell, 1993). The
intention of the PMB was to improve Parliamentary and public accountability, and to
increase the responsibility and accountability of public sector employees especially in
relation to the achievements of the programs they were managing (Bartos, 1994;
Management Advisory Committee, 2004; Russell, 1993). The PMB has been viewed as
“a vehicle to promote a greater output focus of public administration and … a powerful
agent for cultural change” (Russell, 1993, p. 2). In the PMB the focus has been turned
mainly to program objectives and the cost of the achievement of outputs (Bartos, 1994;
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Management Advisory Committee, 2004; Russell, 1993). This has helped significantly in
providing a framework for reporting on accountability to Ministers and Parliament
(McPhee, 1990; Schick, 1990; Stevenson, 1994). Under the PMB umbrella, expenses
were organised into groups based on: subprograms and activities, connection between
purposes and objectives and a hierarchy of programs. In addition, the PMB framework
enhanced the connection between the annual Parliamentary appropriations and program
management (Management Advisory Committee, 2004; McPhee, 1990; Stevenson,
1994).

Later in 1994, three legislative schemes were released by the Labor Government. The
objective of these schemes was to improve the financial management and control aspects
of the public sector with the objective of replacing it with the Audit Act 1901 (Australia
Public Service Commission, 2003; Australian Attorney-General's Department, 1997).
The schemes included: the Auditor-General Act, the Financial Management and
Accountability (FMA) Act; and the Commonwealth Authorities Companies Act. These
proposals were passed in 1970, and therefore a new legislative framework was provided
to the Australian public sector to increase public accountability and improve the financial
management (Australia Public Service Commission, 2003; Australian Attorney-General's
Department, 1997). The intended objective of the FMA was to update and improve the
legislative framework for financial management (Australia Public Service Commission,
2003; Australian Attorney-General's Department, 1997). The Commonwealth Authorities
and Companies (CAC) Act was set up to improve the auditing and reporting process as
well as to implement ethical conduct requirements for the directors of Federal
Government statutory authorities (Australia Public Service Commission, 2003;
Australian Attorney-General's Department, 1997). The objective of the Auditor-General
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Act was to provide more self-determination to the Auditor-General so that its
effectiveness could be improved and it could have more power to take independent
decisions (Australia Public Service Commission, 2003; Australian Attorney-General's
Department, 1997). The duties and responsibilities of the Audit Office had been
determined by the Auditor-General Act in order to enhance the Audit Office’s
independence from government for appointing the Auditor General, by conferring
Auditor General authorities to report on any issues or concerns to Parliament, and by
interpreting and supporting its mandate (Australia Public Service Commission, 2003;
Australian Attorney-General's Department, 1997).

Also in 1994, the National Competition Policy (NCP) released new reforms that were
accepted by the council of Australian Governments. These reforms came as an end of
efforts that began in 1992 with Prime Minister Paul Keating (Funnell et al., 2012). The
NCP intended to achieve effectiveness in using resources in the public sector by
increasing and encouraging competition in areas of conventional state-owned
monopolies. This had been achieved by compelling public sector agencies to comply with
market values (Funnell et al., 2012; O'Faircheallaigh et al., 1998). Private sector models
work for increasing returns to owners or shareholders. The presence of huge competition
forces private sectors to optimise the utilisation of resources and derive maximum
outputs from limited inputs or processes. This efficiency and effectiveness of the private
sector was an impetus for improvement in the public sector. There were increasing calls
that demanded improvement in the public sector in order to become more economic,
efficient and effective, and they also emphasised that public sector agencies should be
operated based on the same commercial principles as the private sector (Aucoin, 1990;
1995, 1991; Hoque & Moll, 2001). It has been argued that the public sector can be more
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effectively and efficiently managed, like the private sector, with a market oriented style
and discipline of competition which would provide greater flexibility for management
decision-makers (Barrett Am, 2000). This would increase the satisfaction level of the
public. From an economic perspective, this would ensure a better and more effective use
of public resources, and contribute to save public funds from misuse (Argy, 2004). The
public sector reforms also were seen to increase the productivity and raise the standard of
living of Australians through bringing efficiency in the decision making processes (Argy,
2004). The NCP has been in progress since the early 1980s, and was seen as a long term
process of microeconomic reform of the Australian public sector (Boston, Martin, Pallot
&Walsh, 1996; Hood, 1995; Pollitt & Bouckaert, 2004). As a result, several financial and
managerial reforms have been released as a part of the NCP. The financial reform agenda
included an emphasis on matters such as accrual accounting, financial reporting,
purchaser/provider agreements, full cost pricing, and asset management (Boston et al.,
1996; Hood, 1995; Pollitt & Bouckaert, 2004). The financial and managerial reforms in
the public sector were not restricted to Labor reforms, structural change, accountability
reforms or information system reviews. These reforms were built on managerial
perspectives that have been adopted from the private sector (Boston et al., 1996; Hood,
1995; Pollitt & Bouckaert, 2004).

The release of the NCP in 1994 has contributed significantly to state and territory
governments reforms. Some of these could be seen as more radical than others (Halligan,
2005). For example, Victoria has been considered as leading in the application of marketoriented reforms, even working further than the administrative reforms of the 1980s
(Halligan, 2005; Halligan & Power, 1992). At the federal level, the Howard government
gained power in 1996 with a commitment to reform the public sector through the
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adoption of private sector approaches in the public sector (Halligan, 2005; Halligan &
Power, 1992). Also in 1995 in South Australia, the government released a new Act
known as Public Sector Management Act which was intended to increase emphasis on
issues such as accountability and financial management (Halligan, 2005). Additionally, a
number of recommendations have been adopted by the government of South Australia in
2003, which considered attaining improvements in public sector effectiveness, efficiency,
leadership, and workforce capacity (Halligan, 2005). Other states were following the
same direction, and they have presented a number of changes in their public sector
through introducing proposals that contribute to enhancing public sector efficiency,
effectiveness and accountability (Halligan, 2005).

In 1993, the Australian Government adopted several other initiatives and reformed
policies and programs (Broadbent, 1999; Halligan, 2005). These initiatives were
concerned with the increased expenditures of government which led to deficits. Also
these initiatives emphasised the value of money and working to find out ways to
minimise the cost of operations (Broadbent, 1999; Halligan, 2005). Tools which were
suggested to gain more efficiency and effectiveness in public sector included:
commercialisation benchmarking, and cost recovery. Many of these initiatives included
the use of new assessment information; while others included the combination of a range
of accessible assessment and reassessment outputs (Broadbent, 1999) .

In 1996, the Australian Government released the Public Service Reform Agenda, which
determined the directions for reform (Reith, 1996). The Public Service Reform Agenda
emphasised the legislative, administrative and industrial flexibility in the public sector,
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which are seen as important for creating more innovative conducts that could help in
obtaining high performance in the public sector (Reith, 1996).

The agenda further emphasised an introduction of a number of initiatives to help the
Australian Government in improving public accountability, supporting and encouraging
international competitiveness, and leadership enhancement (Reith, 1996). The initiatives
that were undertaken included conferring greater responsibility and accountability to
public agencies, replacing the out-dated hierarchical control that had existed from long
before with improved reporting processes, and improving the performance measurement
processes, and efficient management of processes (Reith, 1996). These initiatives also
emphasised the approach of systematic management of risk, and the purpose of
enhancing public sector accountability to ensure that taxpayers money is more decisively
spent and not used for wasteful expenditure or fraudulently (Reith, 1996). One of the
components in this agenda was the Public Service Act that was released in 1999
(Australian Attorney-General’s Department, 1999). The Act was introduced to help in
making a balance between enhanced accountability and transferred responsibility,
thereby improving the efficiency and effectiveness of the Australian public sector
(Australian Attorney-General's Department, 1999). The Act also aimed to improve the
performance of the managers of the Australian public agencies, which in turn, would leas
to improvement in the use of public resources so more efficient, effective and ethical use
of the Commonwealth’s resources could be ensured (Australian Attorney-General’s
Department, 1999). Second, an effective implementation of governmental policies and
programs would be ensured. Finally, fair, effective, and neutral services for all
Australians would be provided (Australian Attorney-General's Department, 1999). Other
components of this agenda have been the Commonwealth Fraud Control Guidelines and
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Financial Management and Accountability Act 1997 (Attorney-General's Department &
Australian National Audit Office, 2004). The remit of these is to enhance public
accountability by controlling fraud and minimising the misuse of public resources
(Attorney-General's Department, 2011). As this research is investigating the
Commonwealth Fraud Control Guidelines, the next section will indicate these
components in more detail.

I.

Commonwealth Fraud Control Guidelines, as an Aspect of the Reform
Agenda

Commonwealth fraud control guidelines are mainly aimed at protecting the Australian
public funds so that they can be spent properly and accountably to achieve overall public
interest (Attorney-General's Department, 2011). The Australian Government recognises
that the threat of fraud in Australia has become highly complex and increased its focus on
control fraud in the early 1980s (Attorney-General's Department, 2011). Subsequently,
the Commonwealth Fraud Control Guidelines were issued in 2002 (Australian National
Audit Office, 2012). Fraud and corruption lead to inefficiency of utilisation of resources
and wasteful expenditure of taxpayers’ money, thereby the main reason for controlling
fraud is to allow the most effective utilisation of public funds (Attorney-General's
Department, 2011). In addition to the protection of public money, the objectives for
controlling fraud have also been to protect the integrity and good reputation of
Commonwealth agencies (Australian National Audit Office, 2012).
The Commonwealth Fraud Control Guidelines are also an essential means of compliance
that requires public agencies and corporations to adhere to such guidelines in order to
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ensure protection from the occurrence of any kinds of fraud and ultimately, the public
funds can be utilised appropriately (Attorney-General's Department, 2011).
Compliance can be defined as conforming to rules. There are various kinds of rules and
regulations for ensuring complete protection from accounting fraud. The rules have been
framed in order to ensure that personnel of public and private agencies and corporations
are aware of the applicable rules and regulations so that they can direct their efforts
within such rules and regulations. A well regulated policy along with clearly framed
guidelines would ensure that minimal fraud occur in the system. Thus, compliance can be
considered essential in order to regulate the efforts of personnel in organisations in
ensuring better protection from fraud (Australian National Audit Office, 2004, 2012).
Before the guidelines were established, agencies encountered fraud risk in all the areas of
business. The major cause of concern was the government relief payments as the
government recognised the threat of fraud becoming more complex. Such concern
resulted in the release of new guidelines in the form of the Commonwealth Fraud Control
Guidelines in order to ensure protection of public funds from any kind of fraud
(Attorney-General's Department, 2011).
As per the guidelines on Commonwealth fraud control policies, the determination of
compliance is dependent upon the different agencies own criteria. For instance, the
compliance obligations of agencies covered by the FMA Act 1997 and agencies and
bodies covered by the CAC Act 1997 differ greatly and their level of compliance is
determined based on their own principles and policies (Australian National Audit Office,
2004, 2012).
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II.

FMA Act 1997, as an Aspect of the Reform Agenda

The FMA Act 1997 is mainly concerned with providing a framework to allow the
effective management of public money and public property (Australian AttorneyGeneral's Department, 1997). Using the term public money and public property, implies
the money held by Commonwealth. The basic purpose of this Act is to ensure the
protection of public money form misuse (Australian Attorney-General's Department,
1997). The rules embodied in the FMA Act 1997 apply mainly to chief executives and
officials of agencies. The Act also provides provisions with respect to the collection and
custody of public money, in the form of an agreement with banks concerning the receipt
and transmission of public money. The Finance Minister is required to enter into an
agreement with banks for the receipt, custody, payment or transmission of public money
(Australian Attorney-General's Department, 1997).

Further, the requirements of this Act indicate public money should be promptly banked.
Following receipt of public money, an official or minister should immediately bank it as
per the requirements of the Finance Minister’s orders. Money in this case includes
cheques and similar instruments (Australian Attorney-General's Department, 1997).
Further, another major requirement of this Act is that the public money should not be
paid into a non-official account and an authority from the Finance Minister is required if
outsiders are willing to make arrangements for the receipt of public money. The
withdrawal of public money from the official account without authority is also not
permissible under this Act. Any kinds of misapplication of public money will result in
severe penalties including imprisonment up to a period of seven years. In the case of loss
of public money, the Act requires that the ministers are held liable to the Commonwealth
to the amount of loss being suffered. Special instructions are also provided by the

54

Chapter Two – Literature Review
Finance Minister in order to handle special public money (Australian Attorney-General's
Department, 1997). In addition to dealing with public money, the Act also provides
necessary specifications concerning the accounts and records in relation to public money
(Australian Attorney-General's Department, 1997).
Overall, the assessment of the FMA Act 1997 leads to an understanding that the Act is
primarily concerned with the protection of public money and in order to ensure the most
effective protection of such public money, there are various principles and provisions that
are being included in the Act and these provisions need to be adhered to by all the
ministers and agencies for ensuring the maximum protection of public money.

2.4 Public Accountability
2.4.1 The Concept of Accountability

Accountability is a term that is considered important in different fields such as social,
political, and business fields. Despite the common use of the term of accountability, it
has been argued that it is a difficult concept to describe precisely (Emy, 1978; Mulgan,
2000b). The term accountability has been defined in different ways by different
disciplines, but, in general, it is defined based on what is being accounted for. For
example, Sinclair (1995) points out that accountability will be viewed in a financial
manner by auditors, while political scientists see accountability as a tool that helps to
ensure the implementation of their policies, and philosophers deal with accountability
from an ethical perspective. Although in general terms it can be realised that to be
accountable implies “there is an obligation to answer for one’s actions and decisions
which arises when authority to act on behalf of an individual or body is transferred to
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another”, accountability is still a difficult concept to be determined and measured,
(Funnell et al., 2012, p. 81).

Many researchers have attempted to determine a specific meaning of ‘accountability’.
Mulgan (2000b), for example, has attempted to define accountability by focusing on the
relationship between parties. He argued that accountability can only occur when there is
a relationship of authority between two parties, and those parties could be represented in
the form of a principal and agent, and a superior and subordinate (Mulgan, 2000).
Mulgan (2000b, p. 87) has defined accountability as “obligation that arises within a
relationship of responsibility, where one person or body is responsible to anther for the
performance of particular services”. In a similar way to Mulgan, Glynn and Murphy
(1996) declared that accountability is the procedures through which a person or group
becomes enabled to be held accountable for their actions. Gray and Jenkins (1993)
describe the meaning of accountability as a commitment of person or group to provide an
account of, and answer for, the performance of their obligations to those who authorised
those obligations.

In political manner the accountability defined, in an Australian Government report for
example, as follows:

“Accountability is a central feature of the Australian democratic system. It ensures
that those who have authority over public resources provide an account for the use
of those resources in terms of compliance, efficiency and effectiveness”.
(Australian House of Representatives Standing Committee, 1990).
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In its narrowest perspective, accountability stems from a contractual agreement that
obliges an agent who has been entrusted with funds to provide a narrative for the way
that those funds were spent and managed. Adopting this view in the private sector, would
usually lead to supplying the financial statements in order to reveal the financial
outcomes of the agent’s activities. This view of accountability as a contractual agreement
has largely been adopted by agency theorists (Watts & Zimmerman, 1986).

Despite all these different ways of defining accountability, it can be said that there is a
large approval that accountability exists as a result of a relationship between two bodies,
in this relationship one body accounts for their responsibilities to another within a
particular context. These relationships are known as accountability relationships, and this
term will be outlined in the next section.

2.4.2 Public Sector Accountability Relationships

Accountability comes as a result of a relationship. Three aspects need to be identified to
fully describe this relationship. The first is that identification of the components of the
relationship should be provided, that is, who are the people involved and who are they
accountable to. The second aspect is what is the obligation the accountable body is
accountable for, and the third aspect is in which way the accountability will be assessed
and discharged (Thynne & Goldring, 1987).

There has been considerable academic research that includes the identification of the
accountability relationships in the public sector. Gray and Jenkins (1993), for instance,
commented that the heart of accountability is the commitment of the agent to the
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principal, which results from the contractual agreement, to provide answers and
explanations for their performance of the tasks that were entrusted by a principal. They
also introduce another factor to the accountability relationship that they named as a code
of accountability. Gray and Jenkins (1993) determined the code of accountability as a
framework of meanings and norms that ensure organisation of the relationship between
the principal and the agent. They used this code as an instrument to grade accountability
in different ways, they also divided this code into internal and external codes. Internal
codes are established to treat a specific relationship. External codes are established in a
general manner and then are employed to address a specific relationship. Gray and
Jenkins (1993) introduce another way of classifying the codes of accountability, this
classification could be based upon either standards of outcomes, or standards of
performance, or procedures. They explained that the classification system codes based on
standards of outcomes would be built on such criteria as the achieving of goals. The
classification of codes based on that procedure would be built upon criteria that
emphasise the process and the way that outputs were gained with less emphasis on the
outputs. Gray and Jenkins (1993) further introduce financial, professional and managerial
codes of accountability as a subset of the codes. They also suggested that the distinction
between those codes would affect the practice of accountability in different ways.

Mulgan (1997) attempted to define accountability by demonstrating the processes that are
associated with an accountability relationship. The most evident process is where one
party is called to give an account of their responsibilities to the other party who has the
right to request such an account. The giving of an account might also include explanation
and justification of the actions of the agent to the principal. Mulgan (2000a, p. 555)
argues that the term of accountability, ‘a few decades or so ago’, was rarely and was
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restricted to a small range of meanings in the public administration literature. However,
the term accountability is now used much more often and can be found in many different
contexts (Mulgan, 2000). Further, he argues that the current concept of accountability
needs to be clarified continuously as “has lost some of its former straightforwardness” (p.
555).

As outlined in the prior section of this study, while it is possible to easily obtain a general
definition for the term of accountability, it is difficult to realise a precise definition of
accountability, as this can be only obtained in a specific context. Generic definitions can
result in losing key aspects of the meaning. Patton (1992) pointed out that differences in
the purpose of account would result differences in the bases of accountability which
in turn would result in changing the type of information or disclosure that was needed to
discharge this accountability.

Stewart (1984) argues that there are a number of bases of accountability and he defines
them as a ladder of accountability. This ladder, according to Stewart (1984), begins with
accountability by standards and then accountability by judgment. The classification of
the bases of accountability, according to Stewart (1984), is organised as follows:
accountability

for

probity

and

legality,

process

accountability,

performance

accountability, programmed accountability and policy accountability. Each of these bases
of accountability represents a different aspect of accountability that could be found in an
accountability relationship. Stewart (1984) further explained that not all of these bases of
accountability are found in every accountability relationship, but the importance of each
of those bases of accountability would be mainly dependent on the kind of relationship.
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Birkett (1988) classifies accountability in three types. The first type of accountability,
according to Birkett (1988), is a ‘communal accountability’ which means that individuals
would accept a commitment in order to conform to a group rule or standard and to be
accountable to the group for their actions. Accepting to be a part of the group includes
acceptance that the actions of individuals will be judged by the group based on the group
rules and penalties could be applied if required, depending on the results of the
judgement. The second type of accountability as identified by Birkett (1988) is
‘contractual accountability’ which is the type of accountability that is largely connected
with agency theory. In this type of accountability, a principal hands over control of funds
or resources to be managed by an agent who knows that some risk is involved some risk.
The principal, however, in order to reduce this risk, requires an agent to supply
information on their responsibilities with respect to having the right of access by the
principal to that information provided by the agent. The third type of accountability
according to Birkett (1988) is ‘administrative accountability’. This type of accountability
emerges only in the situation when an agent is entrusted with a responsibility for some
features of performance. In administrative accountability, the performance of the agent is
observed by the superior and in consequence some rewards or penalties could be applied.

Sinclair (1995) examines accountability relationships through adopting an empirical
approach. She surveyed Chief Executive Officers of government agencies to demonstrate
the way that they understood and practiced accountability. In this examination, Sinclair
(1995) introduced five types of accountability, which are political, public, managerial,
professional and personal accountability. Sinclair (1995) found that Chief Executive
Officers considered themselves accountable at different levels and this is what is
reflected in these types of accountability. She explained that political accountability
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views the accountability of Chief Executive Officer as a part of the accountability chain
of the Westminster system of government, while managerial accountability focuses on
accountability for the purpose of managing an organisation by the Chief Executive
Officers. Finally is professional accountability, which Sinclair (1995) indicated is more
related to liabilities that an individual is responsible for on his own behalf.

Based on the discussion above about accountability relationships in the public sector, it
can be said that accountability can be seen from different aspects. Several approaches
have been introduced in classifying accountability. Moreover, the empirical study of
Sinclair (1995) presented several accountability levels for the Chief Executive Officers of
public agencies. As discussed beforehand, the understanding of the notion of
accountability in the public sector largely builds on the accountability relationship and
the understanding of the public accountability nature.

2.4.3 Public Accountability in the Global Context

Over the last three decades, changes in accountability systems have become increasingly
evident in public sectors such as those of the US, the UK, Australia, Canada and New
Zealand. The accountability models adopted by the public sector in those countries share
features such as an emphasis on cost efficiency and effectiveness of outputs in terms of
delivering the public services (Broadbent & Guthrie, 1992).

In traditional management of the public sector, accountability was principally for
probity, integrity and process. However, the movement towards NPM in the public sector
has changed this accountability into accountability that has more emphasis on results and
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outcomes. This was as a result of NPM which has more focus on the outputs and
achievements rather than inputs or process (Guthrie et al., 1999; Hood, 1995).

The new direction of management, which includes more focus on results rather than
inputs, has raised the need of an accountability style that leads to improved measurement,
assessment, and evaluation of performance. This has changed the views of accounting to
being a base of accountability. Therefore accountability can be measured and hence it
would be possible to be enforced, policed, and demanded (Chambers, 1992). In
consequence, many governments across the globe have implemented large developments
in their accounting processes and systems to meet their accountability requirements
(Kloot, 1999; Osborne, Bovaird, Martin, Tricker &Waterston, 1995). These requirements
have created a formal style of accountability which includes legislations, rules and
regulations for government bodies (Hyndman & Anderson, 1995). Improving public
accountability was one of the apparent objectives of the NPM as an approach of
achieving the three ‘E’s: efficiency, effectiveness and economy (Broadbent & Guthrie,
1992; Funnell et al., 2012; Glynn & Murphy, 1996). Efficiency has been described as the
method that enables public agencies to maximise their outputs at the lowest levels of cost
(Jackson & Palmer, 1988; Otley, 2001; Palmer, 1993). Effectiveness is described as the
level to which a specific duty could be performed (Jackson & Palmer, 1988; Otley, 2001;
Palmer, 1993). Economy is defined as the method that ensures an organisation can gain
its resources in appropriate quantity and cost (Jackson & Palmer, 1988; Otley, 2001;
Palmer, 1993). Palmer (1993) points out that the economy and efficiency together are in
line with the concepts of financial accountability for both the government and society.
Palmer also (1993) notes that economy and efficiency are typically measured in financial
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terms, and data of costs, volume of service and productivity, for example, are some of the
values that could be simply measured.

Efficiency and effectiveness notions in the public sector were first raised in several
democratic countries in the 1960s (Green & Singleton, 2009). The literature includes
conflicting claims about the origins of those concerns, some of them claiming it is an US
innovation, while others claiming that it is a Canadian innovation. For instance, Green
and Singleton (2009, p. 116) claimed that:
“The United States General Accounting Office (GAO) was the pioneer of
comprehensive auditing after the Second World War. Government spending
programmes, especially the military sphere, were assessed for the efficiency with
which they used resources, and for the effectiveness with which they accomplished
their objectives.”

Glynn (1985) on the other hand claimed that Canada was the first to raise concerns
regarding efficiency, effectiveness and economy. There was also recognition of the
importance

of

government

spending

in

this

area,

for

example,

the General Audit Officer in New Zealand, assigned increasingly more funds to assessing
efficiency and effectiveness during the 1960s (Green & Singleton, 2009).

Concerns over government’s expenditure and poor performance of governments brought
a drive to greater accountability in the public sector. In the UK, for example, the public
sector was experiencing a dramatic increase in public expenditure (Glynn, 1985). Similar
to the UK, New Zealand was undergoing a growth in government expenditure, in
addition to other problems such as ministerial scandals and departmental incompetence
(Skene, 1985). These problems, according to Skene (1985), caused “public agitation at
the inability of the executive to provide reasons for its policy choice and take
responsibility for poor performance”(p.271). This in turn, led to increases in public
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demand for greater accountability for performance in the public sector activities. Green
and Singleton (2009, p. 107) asserted :
“Indeed there was an upturn in public demand for information on the activities of
public sector entities. In New Zealand and overseas people became less trusting of
public servants and elected representatives, and started to call for greater
transparency”.

The change in public tendency pushed the governments towards more emphasis on
accountability to the public and taxpayers (Hood, 1991; Mulgan, 2001). For that reason,
governments around the world began to meet these demands which were calling for
greater accountability by adopting reforms in the public sector. The changes in public
sector accountability were synchronised with a broader global movement that was
popularised as NPM (Hood, 1991; Lapsley, 1998; Mulgan, 2001). By 1970, the new
movement in the public sector had begun to obtain more impetus (Hood, 1991). This
impetus arose from concerns in the public sector, and increasing public demand for
improving public accountability to the public and the taxpayers (Mulgan, 2001). As a
result, there was a tendency to decrease responsibilities of government and place more
emphasis on accountability of public sector managers (Hood, 1991).

The change in the philosophy of the public sector towards NPM has led to the adoption
of public sector reforms in many countries, including Australia (Hood, 1991). Several
reforms have been seen in many areas of finance to improve the reporting and evaluation
process, and maintenance of records. The rise of these reforms has significantly
influenced the view of accountability which has taken centre stage under the umbrella of
public reforms in many western democratic countries, and has had greater emphasis than
ever before (Hood, 1991). The next section will discuss in detail the context of Australian
public accountability.
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2.4.4 Public Accountability in the Australian Context

This section will discuss and examine public accountability in Australia. The purpose of
this examination is to understand the model of accountability that has been established in
Australia as the focus of this research considers one component of accountability chain in
the Australian public sector namely the Commonwealth Fraud Control Guidelines.

The form of government in Australia is described as a ‘Westminster system of
responsible government’ that arose in the UK at the time Australia became an
independent nation (Ward & Stewart, 2006). Emy (1978) notes that public sector
accountability which is generally described as ministerial responsibility in the
Westminster style, has two propositions:
“Ministers are individually responsible to Parliament for the affairs of their
departments; cabinet is collectively responsible to Parliament and the electorate for
the conduct of government. The first implies that Parliament can call minister to
account for mistakes that occur in their department’s policy area, i.e. Parliament
can question and if necessary censure ministers. The second implies that either
Parliament or the people may dismiss a government with whom they are
dissatisfied”. (Emy, 1978p. 246)

The Westminster style is defined in the report of the Royal Commission on Australian
Government Administration as:
“The theory of Westminster system asserts that the minister is wholly responsible
for all actions in matters within his department, but in fact responsibility lies with
official. It is important that this be acknowledged, the nature and extent of the
responsibility be clarified as far as possible, and procedures established to assess
performance and to provide that those responsible at all levels will be accountable
for their performances” (Royal Commission on Australian Government
Administration, 1976, p. 42).

Later, in 1986 these meanings of Westminster system were reinforced by the Public
Service Board which pointed that:
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“Ministers have responsibility for the administration of their department and have
certain obligations to the Government as well. These obligations are conventionally
the maintenance of the secrecy of the proceedings of Cabinet and the responsibility
of Ministers for the policy of the Government as a whole [collective
responsibility]” (Public Service Board, 1986, p. 21).

Marshall (1984) and Singleton (2009) explain that ‘collective responsibility’ is the
responsibility of ministers for the policy of the Government. They defined ‘collective
responsibility as a convention which has been developed by the British Parliament. This
form of responsibility has been taken from several unwritten rules. These rules are
defined as following: Ministers are supposed to publicly provide support for Cabinet
decisions, and in the case of their inability to grant approval or support, the minister must
resign. Ministers also, according to those rules, are supposed to seek Cabinet approval for
major policy before it is announced. The rules also stress that Ministers do not publicly
criticise the actions of a fellow minister, and they have no right to express private
opinions on policy (Marshall, 1984; Singleton, 2009).

In the Westminster system, all Cabinet members, including the Prime Minister, come
from, and sit in, Parliament where they must be prepared to answer the questions of the
Parliament. Westminster governance is thus known as ‘responsible government’
(Singleton, 2009). The doctrine of responsible government considers the Parliament as
the central body in the chain of accountability which is deemed the sole body that has the
right to authorise the electorate to bring to account those who they entrusted to make
public decisions for their actions, and at the end, the Parliament is accountable to the
public (Davis, 1993).
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The doctrine of Westminster mirrors the notion of accountability (Milazzo, 1992).
Ministerial responsibility is an agreement that gives the right to the Parliament to perform
its ‘constitutional responsibility’ in order to direct and report on the activities of
executive government and its financial performance (Milazzo, 1992). One of the roles of
Parliament is monitoring government expenditure by assessing the financial proposals in
terms of ensuring an appropriate spending of public funds (Milazzo, 1992). In practice,
the Auditor-General is the person who is responsible for scrutiny of the spending of
public funds, and they report to the Parliament (Milazzo, 1992).

The responsible government system is a system that runs for the Commonwealth and
State governments, however, it does not operate in local government authorities (Emy &
Hughes, 1991). Therefore, ‘ministerial responsibility’ does not operate in local
government authorities (Emy & Hughes, 1991). The Council is considered the principal
body for local government authorities that consists of the elected representatives from the
community. It is an independent body from government and opposition (Emy & Hughes,
1991). As a result, the council meets solely to determine matters of policy for the local
government authority, as there is no correspondent in local government authorities to
cabinet (Emy & Hughes, 1991). Therefore, the council in local government authorities is
responsible to taxpayers and the public for its activities (Emy & Hughes, 1991).

It can be said that the chain of public accountability in the Australian context begins
with the Parliament which is accountable to the public; government is accountable to
Parliament (and thereafter, indirectly, to the public); ministers are accountable to cabinet
and to Parliament for the conduct of their actions; the heads of bureaucratic units are
accountable to government through relevant ministers; members of the bureaucracy are

67

Chapter Two – Literature Review
accountable to the heads of bureaucratic units; the office of Auditor- General supports the
activities of Parliament in scrutinising the activities of the bureaucracy and government
in matters of fiscal propriety, in the public view (Birkett, 1988; McPhee, 1990).
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3.1 Introduction
The main purpose of this study is to develop an understanding of the application of the
Commonwealth Fraud Control Guidelines and its working in the public sector within the
context of Australian public agencies. To do so, the study is based on a view that
accounting is socially constructed and therefore it is largely affected by institutional
influences (Berry, Capps, Cooper, Ferguson, Hopper &Lowe, 1985; Burchell, Clubb,
Hopwood, Hughes &Nahapiet, 1980; Hoque, 2006; Hoque & Hopper, 1994; Miller,
1994). This means that organisational changes may cause a change in accounting
practices and concepts over the time. This view of accounting as a social phenomena
would justify the content analysis approach when exploring textual data in their context
(Harwood & Garry, 2003; Krippendorff, 2004; Neuman, 2006). This chapter argues that
qualitative content analysis is an appropriate approach to examine the nature of the
relationship between the Commonwealth Fraud Control Guidelines and their application,
if any, by Australian agencies. This chapter highlights several issues; it argues the
appropriateness of the qualitative orientation of the study, justifies the content analysis
methodology, and outlines the technique used in collecting data for this research. It also
identifies the underpinning assumptions, the theoretical framework of this research and
addresses data collection issues such as the process of collection, sources of data,
sampling and size of data.
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3.2 Research Orientation
The choice of a qualitative or quantitative approach or a mix of both approaches as a
method of analysis should not be determined based on the commitment of researcher to a
specific approach (Bryman, 1984; Hopper & Powell, 1985). Hopper and Powell (1985, p.
429) argued that “certain fundamental theoretical and philosophical assumptions underlie
any piece of research; there is no such thing as totally objective or value free
investigation”. Therefore this section outlines the selected assumptions that are
considered appropriate to the context of the research question.
Gaffikin (2008) points out that it is crucial to identify the theoretical framework at an
early stage of a research project and that such a choice therefore is contingent upon the
appropriate choice of the ontological assumptions (theory of reality), the epistemological
assumptions (theory of knowledge), the choice of the appropriate methodology (theory of
method), and finally the methods to be used for data collection and analysis.

The ontological assumptions that underpin institutional theory (chosen as the overall
theoretical orientation for this research) view reality as a social construction created
through “the medium of language, labels, actions, and routines, which constitute
symbolic modes of being in the world” (Morgan & Smircich, 1980, p. 494). For example,
the annual report provided by a public agency (annual report will be the source of data
collection for this research) can be interpreted as a creation of the reality of an
organisation’s life (Amernic, 1992; Dyball, 1998), and it is argued that this reality is a
result of social interaction and construction by those who operate in such reality. That is,
the annual report is written (or constructed) by senior management who cannot be
divorced from their social and political environment within the institution (Dyball, 1998;
Hines, 1988). The human mind or, as Guba and Lincoln (1989, p. 175) suggest, the
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‘human-as-instrument’ also plays a major role in reading (or deconstructing) these
reports. The acceptance that reality is based on social construction leads to the
epistemological assumption as to how social reality is created (Morgan & Smircich,
1980).
Given the ontological and epistemological orientation chosen for the study, a qualitative
research methodology is deemed most appropriate in order to address the research
purpose and question. Bulmer (1979, p. 156) suggested that:
“The core assumption of qualitative research rests on the aim to represent the
‘world in its complexity without imposing artificial structures’ instead of
laboratories or other specific context for research objectives. The researcher
intervenes as little as possible with the subject under study as opposed to the
control of variables in laboratory experiments and uses flexible data collection
techniques, which can be amended during the course of the investigation”.

Qualitative research focuses on processes, meanings and the way that people interact
with each other, rather than outcomes (Bogdan & Taylor, 1998). The central focus of a
qualitative approach is the people as a whole, and this type of approach significantly
considers the differences between contexts with a focus on environmental constraints that
influence the examination (Denzin & Lincoln, 2000). Qualitative research attempts to
investigate phenomena in their natural context, aiming to interpret the phenomena in light
of the meanings that people bring to them (Denzin & Lincoln, 2003).
In the accounting field, the qualitative approach has been discussed at a general level by
a number of researchers (see for example, Abernethy & Chua, 1996; Baxter & Chua,
2003; Ezzamel, Willmott & Worthington, 2004; Hoque & Moll, 2001). The view adopted
in this research is that accounting knowledge and understanding are a social construct
and thus it is difficult to separate them from social, economic, and political pressures
(Hoque & Hopper, 1994; Miller, 1994). Accepting this view would suggest that in order
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to gain a clear understanding of why and how particular accounting practices have been
implemented, the chosen methodology must take into consideration the context of that
implementation. Thus, the view taken in this study emphasises that reality of organisation
is a social product and it is subject to symbolic discourse, human interaction, and
creativity (Morgan & Smircich, 1980).

The choice of a qualitative research approach is considered appropriate for the theoretical
orientation of this research. Institutional Theory provides a lens to explain why and how
organisations adopt particular policies, concepts, practices, and processes (DiMaggio &
Powell, 1983; Meyer & Rowan, 1977), and their activities react with environmental
influences (Scott, 2001). From an institutional perspective, organisation is seen as a
cultural and social system, not merely productive system (Scott, 2001). In other words, to
fully understand an organisation’s behaviour, the pressures surrounding this organisation
should be taken into account, and this framework fits with the view of qualitative
approach.

Kuhn (1996) suggested that a paradigm is a method of forming reality. It is simply a way
of viewing phenomena in the real world. Similar to Kuhn’s (1996) definition, Patton
(1978, p. 203) defined the concept of paradigm as:
“a worldview of, a general perspective, a way of breaking down the complexity of
the real world. As such, paradigms are deeply embedded in the socialisation of
adherents and practitioners: paradigms tell them what is important, legitimate, and
reasonable. Paradigms are also normative, telling the practitioner what to do
without the necessity of long existential or epistemological consideration”.

Qualitative research is considered more related to interpretive style than positivist style.
Interpretive style is seen to go deeper in describing, translating, and exploring the
phenomena under study (Easterby-Smith, Golden-Biddle & Locke, 2008; Maanen, 1979).
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A qualitative approach attempts to provide descriptions of how people are feeling about
particular events or phenomena and to interpret this feeling considering the surrounding
environment (Browne, 2005). Such an approach is largely connected to sociologists’
description and interpretation of the actions of people (Browne, 2005). A qualitative
approach helps the researcher provide a comprehensive and thorough description of the
phenomena under study (Patton, 2002); this is described as ‘thick description’ (Hessler,
1992). Denzin and Lincoln (1994) explained that ‘thick description’ includes data on the
context as well as the meanings and senses of people, where meanings are depending on
the environment.

Many accounting researchers (see for example, Anthony, 2007; Hopper & Powell, 1985;
Hopwood, 1983; Kaplan, 1984; Moll, Major & Hoque, 2006; Peters & Waterman, 2004;
Vaivio, 2007) claim that a qualitative approach could provide a significant contribution
to accounting research, which can be helpful to explore and understand why and how
accounting systems interact with their environment. They also claim that a qualitative
approach has the ability to provide a more complete understanding, than a quantitative
approach. Hence, when examining accounting change in any entity, it is important for the
researcher to consider it in the contextual environment, which in turn helps to get a full
understanding of the change (Anthony, 2007; Hopper & Powell, 1985; Hopwood, 1983;
Kaplan, 1984; Moll et al., 2006; Peters & Waterman, 2004; Vaivio, 2007). For this
reason, this study will adopt qualitative and interpretive approaches, in order to
understand and interpret how the Commonwealth Fraud Control Guidelines have been
followed, and implemented, by Australian public agencies. After determination of the
research paradigm and approach, the next subsection will discuss the research method.

73

Chapter Three – Methodology and Data Collection

3.3 Content Analysis Qualitative Approach

A qualitative content analysis of annual reporting will be undertaken as the method for
this research. Content analysis refers to a method of textual analysis (Neuman, 2011).
The text can be written, visual or verbal materials such as books, newspapers, annual
reports (Neuman, 2011). The potential contribution of content analysis is that it can helps
researchers to read between the lines of the text in order to create valid inferences for
hidden or underlying meanings and messages of interest (Weber, 1990). Meanings and
interpretations are deemed to be the cornerstone of understanding of social phenomena,
therefore, content analysis has been presented as "potentially one of the most important
research techniques" in the social sciences (Krippendorff, 2004, p. xviii).

The literature identifies different views about whether content analysis is a qualitative or
quantitative method (Krippendorff, 2004). Content analysis from a qualitative
perspective has been described as “a method for systematically describing the meaning of
a qualitative material. It is done by classifying material as instances of the categories of a
coding frame” (Schreier, 2012, p. 1). Whereas using content analysis only as a
quantitative method restricts the method to numerical counting exercises, which in turn
tend to lose the richness that a qualitative method can reveal (Krippendorff, 2004). The
content analysis in this study will draw on qualitative analysis methods, as the researcher
draws inferences about the meanings of messages conveyed through texts in annual
reports, in the context of Commonwealth Fraud Control Guidelines.

Content analysis has a broad acceptance in public sector accounting research (Gibson &
Guthrie, 1995; Ho & Ni, 2005; Lee & Fisher, 2004; Yongvanich & Guthrie, 2005). In
particular it has commonly been associated with analysis of annual reports (Guthrie &
Abeysekera, 2006), as content analysis is most appropriate where the research interest is
74

Chapter Three – Methodology and Data Collection
in the characteristics of language and communication (Neuman, 2011). Krippendorff
(2004) also points out that the method of content analysis has been employed for
examining compliance with regulations.

3.3.1 Definition of Content Analysis
Content analysis has been defined as “a systematic, replicable technique for compressing
many words of text into fewer content categories based on explicit rules of coding”
(Stemler, 2001, p. iv). Holsti (1969) suggested a comprehensive definition of content
analysis as, "any technique for making inferences by objectively and systematically
identifying specified characteristics of messages" (p. 14).

Content analysis is identified to be an appropriate method in dealing with large volumes
of data in a systematic pattern (Krippendorff, 2004; Schreier, 2012). It could also be an
appropriate method if the research interest is to determine and define the focus of
individual, group, institutional, or social attention (Weber, 1990). It also enables
inferences to be made which can then be validated through other methods of data
collection. Krippendorff (1980) notes that "[m]uch content analysis research is motivated
by the search for techniques to infer from symbolic data what would be either too costly,
no longer possible, or too obtrusive by the use of other techniques" (p. 51).

3.3.2 Qualitative Content Analysis:
Qualitative content analysis is considered as a valuable alternative to old-style
quantitative content analysis, in particular when the study under enquiry is investigated
form an interpretive perspective (Schreier, 2012; Zhang & Wildemuth, 2009). Qualitative
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content analysis aims mainly to determine important categories or themes that could be
found within the body of content, and then provide a rich description of the social
phenomena that is shaped by those themes/categories as they are lived out in a particular
environment. In conducting content analysis, it is important for the researcher to take
care in preparing data, coding, and interpretation, which helps to give findings more
credibility (Zhang & Wildemuth, 2009). The findings of qualitative content analysis can
contribute to the development of new theories and models confirm existing theories and
provide a comprehensive and rich description of a particular context or phenomena
(Zhang & Wildemuth, 2009).

3.3.3 The Process of Qualitative Content Analysis

The process of qualitative content analysis often begins at the early stages of data
collection. The aim of this early involvement of the analysis is to support the researcher
to move back and forth between concept development and data collection, and could also
help to find more useful sources for addressing the research question (Grbich, 2012).
Qualitative content analysis includes a set of systematic and clear processes for handling
data, in order to gain valid and reliable inferences. Some of these processes are mutual
with the quantitative content analysis processes (Tesch, 1990), while others are restricted
only to this method. The process of qualitative content analysis could differ from one
research to another depending on the objectives of the research, however, it can generally
be divided into the following stages, starting with preparing the data and ending with
presenting the findings in a report:
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Stage 1: Prepare the Data
Stage 2: Define the Unit of Analysis
Stage 3: Develop Categories and a Coding Scheme
Stage 4: Test the Coding Scheme on a Sample of Text
Stage 5: Code All the Text
Stage 6: Assess the Consistency of Coding
Stage 7: Draw Conclusions from the Coded Data
Stage 8: Report Methods and Findings. (Zhang & Wildemuth, 2009).

Moreover, to ensure content analysis is effective, the theme of classification should be
clearly identified thus enabling others to easily confirm the findings easily. This process
includes providing precise definitions for each category (Gibson & Guthrie, 1995).

3.4 Data Collection
The aim of this section is to describe the procedures adopted for collecting data for the
study. Since a qualitative content analysis has been used as the principal method of data
collection, the section is primarily dedicated to introduce the procedure followed in
designing and conducting the content analysis.
3.4.1 Source of Data
The movement toward what is known as the NPM in the public sector has contributed
significantly to a larger emphasis on instruments that are available to discharge public
accountability. In this regard, the annual report as a tool in the accountability chain to
discharge public accountability, has obtained increased importance. It has been suggested
that the annual reports should be deemed as one of several procedures of discharging
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public accountability (Sinclair, 1995). In the Parliamentary system, the presentation of an
annual report is one process of the chain of public accountability that is initiated with the
budget process and concluded with the presentation of reports to Parliament (English,
2003). Though it is recognised that the annual report is one of several accountability
mechanisms that are available to public agencies, it is largely considered as the primary
medium of accountability (Joint Committee of Public Accounts, 1989; Public Accounts
and Estimates Committee, 1999).
It has been agreed that the annual report is an important source of information about a
public agency’s activity and performance (Rutherford, 2000). Annual reports also
represent the key instrument by which public agencies are held accountable to the public
and Parliament for the effectiveness and efficiency of the public funds they manage
(Rutherford, 2000). Annual reports are generally seen as a way to launch an image of an
organisation in the public sector, and also as a way to communicate with investors (Lang
& Lundholm, 1993). Thus this study selects annual reports as the primary source
documents of data as they are regularly produced and widely distributed (Campbell,
2000).
An initial investigation has been made of public agencies in order to examine their
annual reports for 2010-2011, 2009-2010, and 2008-2009. The aim of the selection of
these periods is to obtain the most recent data for this research and to ensure the
availability of the annual reports from government agencies. It may also be possible to
include the annual report of 2011-2012 in order to have recent data, but not all agencies
will have completed their annual report of 2011-2012 in the time period of collecting
data for this research.
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The analysis of each annual report will proceed in two stages. First, the researcher will
examine if the report provides information which clarifies that the agency follows or
complies with Commonwealth Fraud Control Guidelines or not. Second, if the agency
complies with the Guidelines, the next stage will be to determine the details that relate to
meeting the requirements of the guidelines (for example, is the compliance with all the
requirements or only some of them). This determination will be made through a careful
analysis of the text of the report to determine the nature of the relationship between the
agency and the degree of compliance with the requirements of Commonwealth Fraud
Control Guidelines. If the relationship appears strong, it is important to identify and
describe how this relationship is reported. If on the other hand there seems to be a weak
relationship, it is equally as important to try and extrapolate why this might be so.
3.4.2 Population and Sample
This study focuses on Commonwealth public agencies in Australia. The Australian
Commonwealth agencies have been divided into two groups, as the figure1 below shows:
Figure 1 Description of Commonwealth Public Agencies Structure

Commonwealth
Agencies(192)

FMA Act
1997 Agencies
(107)

CAC Act
1997 Agencies
(85)

Material (41)

Immaterial
(66)
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The first group (which includes 107 agencies) is subject to the FMA Act 1997, while the
second group (which includes 85 agencies) is subject to the CAC Act1997 (Department
of Finance and Deregulation, 2011). Forty one of the agencies that operate under FMA
Act 1997 are considered ‘material’ which mean these bodies contain 99% of revenues,
expenses, assets and liabilities (Department of Finance and Deregulation, 2011). This
means that this group have greater financial management accountability. “Material”
agencies have greater financial reporting requirements than “small agencies” which are
generally built on roles of oversight over the relevant departments. Therefore, this
research will focus only on the ‘material agencies’. A random sample will be selected
from this group of ‘material agencies’. Given the restriction of time, the size of the
sample of this research is ten organisations.

In summary, ten agencies out of forty one (material) have been chosen for inclusion in
the research: Department of Agriculture, Fisheries and Forestry; Attorney- General’s
Department; Australian Customs and Border Protection Service; Australian Federal
Police; Australian Security Intelligence Organisation; Family Court of Australia;
Department of Broadband, Communications and the Digital Economy; Australian
Communications and Media Authority (ACMA); Department of Climate Change and
Energy Efficiency; and Department of Defence.
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The following section provides a brief outline of the entities including a discussion on the
Government agreed outcomes 1 and the level of funding received to achieve these
outcomes.

1. Department of Agriculture, Fisheries and Forestry- Department of State
The Australian Department of Agriculture, Fisheries and Forestry (DAFF) is responsible
for improving Australia's agricultural, fisheries, and food and forestry industries through
issuing and applying policies and packages that emphasise competitiveness, profitability
and sustainability (Department of Agriculture Fisheries and Forestry, 2012b). DAFF’s
main strategic goals could be outlined as following: preserving natural resource use,
protecting and maintaining the health of plants and animals; supporting market
performance and market access of the agricultural and food sector; encouraging the use
for new technology and practices in agriculture field; and supporting primary producers
to be financially self-independent (Department of Agriculture Fisheries and Forestry,
2012b). To achieve these goals, the DAFF has put in place programs to support and
achieve their responsibilities (Department of Agriculture Fisheries and Forestry, 2012b).
These responsibilities are consistent with the specified DAFF’s outcomes of 2012-13:

Outcome 1: “More sustainable, productive, internationally competitive and profitable
Australian agricultural, food and fibre industries through policies and initiatives that
promote better resource management practices, innovation, self-reliance and improved
access to international markets” .

1

“Government outcomes are the intended results, impacts or consequences of actions by the
government on the Australian community” as has been defined in the Portfolio Budget Statement
(Department of Agriculture Fisheries and Forestry, 2012, p. 21).
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Outcome 2: “Safeguard Australia’s animal and plant health status to maintain overseas
markets and protect the economy and environment from the impact of exotic pests and
diseases, through risk assessment, inspection and certification, and the implementation of
emergency response arrangements for Australian agricultural, food and fiber industries”
(Department of Agriculture Fisheries and Forestry, 2012a, p. 11). The level of funding
required for Outcome 1 is $932,000 million and $556,870 million for Outcome2
(Department of Agriculture Fisheries and Forestry, 2012a, p. 27 & 64).

2. Attorney- General’s Department- Department of State
The Attorney-General’s Department (AG) is concerned with the issues of maintenance
and improvement of the systems for law and justice. The AG serves the Australian
Government by providing assistance to the national security, emergency management,
and natural disaster relief (Attorney-General’s Department, 2013). The AG is “the central
policy and coordinating element of the Attorney-General’s portfolio, for which the
Attorney-General and the Minister for Home Affairs and Justice are responsible”
(Attorney-General’s Department, 2013, p. 13). The AG’s strategic goals can be
summarised in “building a safe, secure and resilient Australia; and protecting and
promoting the rule of law” (Attorney-General’s Department, 2013, p. 13). The AG has
identified the following outcome for the 2012-13:

Outcome 1: “A just and secure society through the maintenance and improvement of
Australia’s law and justice framework and its national security and emergency
management system” (Attorney- General’s Department, 2012, p. 20). The level of
funding required to achieve the Outcome 1 is around $761,775 million (AttorneyGeneral’s Department, 2012, p. 24).
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3. Australian Customs and Border Protection Service- Prescribed Agency

Australian Customs and Border Protection Service is mainly concerned with the
protection of Australia's borders (Australian Customs and Border Protection Service,
2013). Their work largely overlaps with other government and international bodies, such
as the Australian Federal Police, the Australian Quarantine and Inspection Service, the
Department of Immigration and Citizenship and the Department of Defence, in order to
ensure prevention of unlawful movement of goods and people across the border
(Australian Customs and Border Protection Service, 2013). The Australian Customs and
Border Protection also contributes to protect Australians from illegal drugs and firearms
which represent a high priority of the agency’s responsibilities(Australian Customs and
Border Protection Service, 2013).

The responsibilities of the Australian Customs and Border Protection Service are
consistent with the stated Outcome of 2012-2013:
“Outcome 1: The protection of the safety, security and commercial interests of
Australians through border protection designed to support legitimate trade and travel and
ensure collection of border revenue and trade statistics” (The Australian Customs and
Border Protection Service, 2013, p. 109). The proposed level of funding to achieve
Outcome 1 is around $1,092,000 million (The Australian Customs and Border Protection
Service, 2013, p. 110).

4. Australian Federal Police- Prescribed Agency
The Australian Federal Police (AFP) is the federal police agency of the
Commonwealth of Australia (Australian Federal Police, 2012). The AFP was created
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through the merger of three Commonwealth law enforcement agencies in 1979, and
the history of the AFP refers back to the federation of Australia's six precursor British
self-governing colonies in 1901 (Australian Federal Police, 2012).

The AFP contributes to enforce Commonwealth of Australia criminal law and to
prevent Commonwealth and national interests from crime in Australia and abroad
(Australian Federal Police, 2012). This is consistent with the stated Outcome of
2012-2013:

Outcome 1: “Reduced criminal and security threats to Australia’s collective
economic and societal interests through co-operative policing services” (Australian
Federal Police, 2012, p. 16). The expected funding needed to achieve the Outcome is
$1,209,000 million (Australian Federal Police, 2012, p. 153) .

5. Australian Security Intelligence Organisation- Prescribed Agency

The Australian Security Intelligence Organisation (ASIO) is Australia's national security
service, which plays role in protecting the country and its citizens from “espionage,
sabotage, acts of foreign interference, politically motivated violence, attacks on the
Australian defence system, and terrorism” (Australian Security Intelligence Organisation,
2013). In order to achieve AISO’s strategic aim, the department has stated an Outcome
for 2012-13 which is;

“Outcome 1: To protect Australia, its people and its interests from threats to security
through intelligence collection, assessment and advice to Government” (Australian
Security Intelligence Organisation, 2012, p. 15). The expected funding needed to achieve
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the outcome is $441,541 million (Australian Security Intelligence Organisation, 2012, p.
238).

6. Family Court of Australia- Prescribed Agency
The Family Court of Australia is responsible for supporting Australians citizens with
their most complex legal family disputes (Family Court of Australia, 2013). In harmony
with this strategy, the Department stated Outcome 1 for 2012-2013;
Outcome 1: “As Australia’s specialist superior family court, determine cases with
complex law and facts, and provide national coverage as the appellate court in family law
matters”. This outcome has an estimated level of funding around $121,386 million
(Family Court of Australia, 2012, p. 25).

7. Department of Broadband, Communications and the Digital Economy Department of State

The Department of Broadband, Communications and the Digital Economy (DBCDE) is
an Australian Government department which works to maintain and develop the
“National Broadband Network; Postal and telecommunications policies and programs;
Spectrum

management;

Broadcasting

policy;

Digital

economy;

Regional

communications; Cyber safety and e-security; Regulatory reform and convergence; and
Digital Television” (Department of Broadband Communications and the Digital
Economy, 2013, p. 21). This is consistent with the setting of Outcome 1 of 2012-2013:
Outcome 1: “Develop a vibrant, sustainable and internationally competitive broadband,
broadcasting and communications sector, through policy development, advice and
program delivery, which promotes the digital economy for all Australians” (Department
of Broadband Communications and the Digital Economy, 2012, p. 101). The level of
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funding required for Outcome 1 is $468,000 million according to the DBCDE’s portfolio
budget statements (2012, p. 21) .

8. Australian Communications and Media Authority - Prescribed Agency

The Australian Communications and Media Authority (ACMA) is a statutory authority
within the Federal Government portfolio of Broadband, Communications and the Digital
Economy (The Australian Communications and Media Authority, 2012). ACMA
concerns issues related to ruling areas of: telecommunications, broadcasting, the internet,
and radio communications (The Australian Communications and Media Authority,
2012). These responsibilities came in harmony with the sitting Outcome for 2012-2013:
Outcome 1: “Develop a vibrant, sustainable and internationally competitive broadband,
broadcasting and communications sector, through policy development, advice and
program delivery, which promotes the digital economy for all Australians” (Department
of Broadband Communications and the Digital Economy, 2012, p. 19). ACMA estimated
$468,226 million as funding required for the Outcome (Department of Broadband
Communications and the Digital Economy, 2012).

9. Department of Climate Change and Energy Efficiency- Department of State
The Department of Climate Change and Energy Efficiency (DCCE) is an Australian
Government department concerned with issues related to the mitigation of greenhouse
gas emissions, promotion of energy efficiency, adaptation to climate change and
determining of global solutions (The Department of Climate Change and Energy
Efficiency, 2013). DCCE aims to provide Australians with a more sustainable
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environment as well as solving climate challenges (The Department of Climate Change
and Energy Efficiency, 2013). As a way to perform its role, the department determined
an Outcome for the year 2012-2013 with proposed funding around $230,556 million
(Department of Climate Change and Energy Efficiency, 2012, p. 22). The stated
Outcome is:

Outcome 1: “Reduction of Australia’s greenhouse gas emissions, adaptation to the
impacts of climate change, and negotiation of an effective global solution, through the
development and implementation of a national response to climate change; and bilateral,
regional and multilateral engagement internationally” (Department of Climate Change
and Energy Efficiency, 2012, p. 19).

10. Department of Defence- Department of State
The Australian Department of Defence is a Federal Government Department which is a
part of the Australian Defence Organisation (ADO). The role of The Australian
Department of Defence is largely overlapped with the role of the Australian Defence
Force (The Australian Department of Defence, 2013). The Defence Department is
responsible for protecting Australia and its national interests (The Australian Department
of Defence, 2013). The department stated three Outcomes for 2012-2013 as a part in
performing its role. The three Outcomes have been estimated to require funding around
$27,584,134 million. These Outcomes are: Outcome 1: “The protection and advancement
of Australia's national interests through the provision of military capabilities and the
promotion of security and stability”.
Outcome 2: “The advancement of Australia's strategic interests through the conduct of
military operations and other tasks directed by the Government”.
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Outcome 3: “Support for the Australian community and civilian authorities as requested
by Government” (Department of Defence, 2012, p. 8).

The following Table outlines the selected sample of Commonwealth Public Agencies of
this study:

Table 1 Agencies Subject to the FMA Act 1997 (FMA Act)

Enabling Legislation
Economic Sector and
and Other
Financial Classification
Information Relating
to Governance
Agriculture, Fisheries and Forestry Portfolio

Name of FMA Act
Agency By Portfolio
and Type of Agency

Department of
Agriculture, Fisheries
and Forestry

General Government Sector,
Material

Department of
State

Australian Constitution
and Administrative
Arrangements Order

Attorney-General’s Portfolio
Attorney-General’s
Department
Department of
State

General Government Sector,
Material

Australian Constitution
and Administrative
Arrangements Order

Australian Customs
and Border Protection
Service
Prescribed Agency

General Government Sector,
Material

Customs
Administration Act
1985, section 4
Statutory Agency

Australian Federal
Police
Prescribed Agency

General Government Sector,
Material

Australian Federal
Police Act 1979,
section 6
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Australian Security
Intelligence
Organisation
Prescribed Agency

General Government Sector,
Material

Family Court of
Australia
Prescribed Agency

General Government Sector,
Material

Australian Security
Intelligence
Organisation Act 1979,
section 6

Family Law Act 1975,
section 21
Statutory Agency

Broadband, Communications and the Digital Economy Portfolio
Department of
Broadband,
Communications and
the Digital Economy
Department of
State
Australian
Communications and
Media Authority
(ACMA)
Prescribed Agency

General Government Sector,
Material

General Government Sector,
Material

Australian Constitution
and Administrative
Arrangements Order

Australian
Communications and
Media Authority Act
2005, section 6
Statutory Agency

Climate Change and Energy Efficiency Portfolio
Department of Climate
Change and Energy
Efficiency
Department of
State

General Government Sector,
Material

Australian Constitution
and Administrative
Arrangements Order

Defence Portfolio
Department of
Defence
Department of
State

General Government Sector,
Material

Australian Constitution
and Administrative
Arrangements Order.
The Department may
engage staff under the
Defence Act 1903.

Adapted from Department of Finance and Deregulation, 2011
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3.5 Institutional Theory
To address the purpose of the study within the complexities of organisations and
institutional structure, the theoretical framework of ‘institutional theory’ is drawn on in
order to better understand the relationship between government set guidelines and public
sector acceptance and adherence to such guidelines. Scott (2005, p. 461), suggests that:
“Institutional theory attends to the deeper and more resilient aspects of social structure …
… it inquires into how these elements are created, diffused, adopted, and adapted over
space and time; and how they fall into decline and disuse”. Institutional theorists claim
that the institutional influences have a strong effect on the progress of formal structures
in an organisation, even more than market influences such as market knowledge and
customers’ needs (DiMaggio & Powell, 1983; Meyer & Rowan, 1977).
Meyer and Rowan (1977) suggest that often the "institutional myths" (in this research
represented by the Commonwealth Fraud Control Guidelines) are merely adopted in an
organisation in order to obtain or maintain legitimacy within the institutional
environment. Furthermore, organisations are seen to adopt the "vocabularies of structure"
that are commonly used in their environment such as measures, specific job titles and
organisational roles. The adoption of these institutionally-acceptable roles and titles
provides legitimacy which helps ensure organisational survival. DiMaggio and Powell
(1983, p. 150) conclude that organisations could accept similar practices based on three
types of pressures: coercive pressures, mimetic pressures, and normative pressures.
Coercive pressures stem from legal mandates or influence that come from organisations
they are dependent upon. Mimetic pressures emerge in the times of high uncertainty and
they lead to merely copying successful systems. Finally, normative pressures lead to
adoption of similar attitudes and approaches of professional groups and bodies by hiring
practices. In general, a central view of the institutional perspective is that organisations
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sharing the same environment will implement comparable practices and thus become
isomorphic with each other. The adoption of these practices could be explained by an
organisation’s acceptance of institutional pressures motivated by legitimacy drivers
(DiMaggio & Powell, 1983).

Institutional theory has been adopted in prior studies to explain the implementation of
new public management reforms in light of organisational change, see for example,
(Burns & Scapens, 2000; Burns & Vaivio, 2001; Granlund & Lukka, 1998). Institutional
theory has been broadly used for examining the adoption and implementation of
organisational practices in organisations (DiMaggio & Powell, 1983; Meyer & Rowan,
1977; Scott, 1995).
The adoption of private sector styles in the public sector could be viewed as a response to
institutional pressures on public sector organisations in order to get and maintain
legitimacy in their institutional environment instead of being viewed as an attempt to
increase efficiency, effectiveness and accountability of public sector agencies (Hoque,
2005). Others suggested that NPM has been created “couched in economic rationalism”
and hence the implementation of NPM within public sector organisations may be seen as
a rational response (Hood, 1995, p. 94). The release of the Commonwealth Fraud Control
Guidelines may therefore also be seen as rational responses of the Commonwealth public
sector to meet societal expectations of government performance reporting and
management. These rational responses are connected to the institutional pressures in
public sector organisations which lead to the organisational change and adoption of
various private sector practices.
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3.6 Conclusion
This chapter outlined the research orientation, research methodology and design used in
the study, including the data collection tool and analysis method. The research
framework is based on the ontological assumption that views reality as socially
constructed (Morgan & Smircich, 1980). The ontological assumption leads to
epistemological assumption as to how social reality is created (Morgan & Smircich,
1980). The research orientation for this study was a qualitative approach which was
considered the most appropriate in order to address the research purpose and question.
This chapter also discussed a definition of content analysis and the different types of
content analysis that could be conducted. These discussions showed that different
methodological issues can be implemented in different ways, all of which can be have
different influences on the results and findings.
The definition of content analysis that was adopted in this study allowed text to be
analysed and interpreted in the context of the Commonwealth Fraud Control Guidelines.
The type of content analysis applied in this study was described as qualitative content
analysis. The reason for selecting qualitative content analysis is the process of inference
making of this approach, which requires reading between lines of messages conveyed
through texts. In other words, the content of message was inferred from the researcher’s
perspective based on the researcher’s interpretations of meanings of texts communicated
in annual reports in the context of the Commonwealth Fraud Control Guidelines.
A description of the scope of the study is also included in this chapter. The data upon
which the study is based is ten Australian Public Agencies over a period of three
financial years 2008-09; 2009-10; and 2010-11.
The next chapter will address the analysis of data.
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4.1 Introduction
This research aims to review and analyse the compliance with the Commonwealth Fraud
Control Guidelines in the Australian Federal reporting. The determination of the degree
of compliance with the Guidelines helps to explore if the Guidelines contribute to the
discharge of Parliament’s and Government’s financial accountability. To do so, content
analysis was used to examine the extent of compliance for ten of the Australian public
agencies over the period 2008-09, 2009-10 and 2010-11. As discussed in previous
chapter, content analysis in this study will draw on qualitative analysis as the research
draws inferences about the meanings of messages conveyed through texts in annual
reports, in the context of Commonwealth Fraud Control Guidelines.
The content analysis was conducted in two stages; first stage was to examine if there is
compliance with the Guidelines through the selected sample of public agencies. In this
stage the text coded and grouped into three categories: Yes, No, and Spin. ‘Yes’ used to
indicate to compliant agencies with the Guidelines, ‘No’ used to indicate to noncompliant agencies, while Spin used to indicate to those agencies that practically not
comply with the Guidelines. In other words ‘Spin’ category was used to indicate to the
organisations that could certify on their compliance with the Guidelines, while the
analysis of the body of the annual report could indicate to non-compliance. In the second
stage, and after filtering the compliant public agencies with the Guidelines, the text was
coded and grouped based on the requirements of the Commonwealth Fraud Control
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Guidelines. The goal of this stage was to highlight the degree of compliance within the
selected public agencies and to report the details of the compliance. The requirements
have been stated in the Commonwealth Fraud Control Guidelines under ‘Obligations of
Chief Executives’ section (Attorney-General's Department, 2011, p. 8). The resulting
themes or categories based on the requirements were distinct seven categories. These
categories were fraud risk assessment, fraud control plan, fraud prevention, fraud
detection, fraud investigation, reporting &data collection, and processes meet agency's
need.
The next sections of this chapter discuss the application of qualitative content analysis in
more details. Tables and Figures will be used in both stages in order to present the results
of the content analysis.

4.2 First Stage:
The following Tables and graphs present the results of coding the text of the annual
reports of the selected Australian public agencies. As stated above, the text in this stage
coded to highlight the compliance of the Australian public agencies with the
Commonwealth Fraud Control Guidelines. The purpose of this stage is to report the
compliance with the guidelines within the selected sample.
The Table below displays the summary of the results of the content analysis for the
selected sample for the period 2008-09 to 2010-11.
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Table 2 Compliance with the Commonwealth Fraud Control Guidelines within the
Australian public agencies (2008-2009 to 2010-2011)

Financial Year
(2008_2009)
Yes
No
Spin
Department of Agriculture,
Fisheries and Forestry
Department of State
Attorney- General’s Department
Department of State

Yes

Financial Year
(2009_2010)
No

Spin

Financial Year
(2010_2011)
Yes
No
Spin

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

1

0

0

Department of Climate Change
and Energy Efficiency
Prescribed Agency

1

0

0

1

0

0

1

0

0

Department of Defence
Department of State

1

0

0

1

0

0

0

0

1

10

0

0

10

0

0

9

0

1

Australian Customs and Border
Protection Service
Prescribed Agency
Australian Federal Police
Prescribed Agency
Australian
Security Intelligence
Organisation
Prescribed Agency
Family Court of Australia
Prescribed Agency
Department of Broadband,
Communications and the
Digital Economy
Department of State
Australian Communications
and Media Authority (ACMA)
Prescribed Agency

Total

As the above Table illustrates, over the year of 2008-09, 10 out of 10 of the public
agencies were compliant with the Commonwealth Fraud Guidelines, while 0 of 10 of the
public agencies were not in compliance. Also, there were no public agencies under the
95

0

Chapter Four – Data Analysis and Results
category of Spin. There were no changes in theses totals during the year of 2009-10,
while in the year of 2010-11, these totals has changed as follow: 9 of 10 agencies were
on compliance under the theme of Yes. While only 1 of 10 agencies was under the theme
of Spin, and 0 of 10 agencies was under the theme of No.
The results presented in the Table above have been converted to the following Figure to
better and easy representing for the results. The following Figure presents the results of
coding the number of annual reports of the Australian public agencies over the period
2008-09 to 2010-11:

Figure 2 Compliance with the Commonwealth Fraud Control Guidelines within the
Australian Public Agencies (2008-2009 to 2010-2011)

120%
100%

Volume

80%
60%
40%
20%
0%

2008-2009

2009-2010

2010-2011
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100%

100%

90%

No

0

0

0

Spin

0

0

10%
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The Figure 2 shows that all the public agencies have complied across the three selected
periods with the Commonwealth Fraud Control Guidelines 2011. However, only, as the
Figure illustrates, in 2010-2011 the Department of Defence has not complied practically
with the Guidelines. The Department of Defence grouped under Spin category in this
year (2010-2011) as they stated in their annual report that:

“In accordance with Section 4S of the Financial Management and Accountability
Act 1997and pursuant to Regulation 19 of that Act, we are satisfied that Defence
has prepared fraud risk assessments and fraud control plans and has in place
appropriate fraud prevention, detection, investigation, reporting and data collection
procedures and processes that meet the specific needs of Defence and comply with
the Commonwealth Fraud Control Guidelines 2002”
(Department of Defence, 2010-11, p. i).

As discussed in the previous chapter, a new version of the Commonwealth Fraud Control
Guidelines was released in 2011. Thus the valid version that has to be followed by public
agencies in 2010-2011 is the 2011 version. That created a problem with categorising the
Department of Defence which led to the decision to create a third category or group
adding to Yes and No groups.

To collect data for this stage the main focus was on the “letter of transmittal” which is
placed in the beginning of each annual report of the public agencies. This letter directed
from the public agencies to the Minister of department and also the Parliament. In this
letter the agency provides clear information about the Acts and Guidelines that have been
complied in preparing the annual report. Therefore, the ‘letter of transmittal’ is
considered a valuable part of the annual report in conducting this stage. Family Court of
Australia was the only agency that had not included information about their compliance
with the Guideline in the’ letter of transmittal’. The Family Court of Australia has
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included a distinct certification in the annual report regarding to its compliance with the
Commonwealth Fraud Control Guidelines. This was a different approach in disclosing
information about their compliance from the other agencies which included this type of
information in the ‘letter of transmittal’.

4.3 Second stage:

In this stage the focus only turned to the compliant agencies in order to report the
compliance degree with the Guidelines within those agencies. In this section each agency
discussed independently as following:

1. Department of Agriculture, Fisheries and Forestry - Department of State

The Australian Department of Agriculture, Fisheries and Forestry (DAFF) concerns
improving the Australia's agricultural, fisheries, food and forestry industries. Its role is to
work out to encourage competitiveness and ensure profitability and sustainability for
agriculture and fisheries industries (Department of Agriculture Fisheries and Forestry,
2012b).
The results of content analysis of the annual reports over the period of study for the
DAFF are summarised in the following Table:
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Table 3 Details of Compliance of Department of Agriculture, Fisheries and Forestry (200809 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

20082009
20092010
20102011

The following Figure presents the results of coding the annual report of the Department
of Agriculture, Fisheries and Forestry:

Figure 3 Details of Compliance of Department of Agriculture, Fisheries and Forestry (2008
to 2011)
8
Process meet agency's need

7

Fraud Reporting and Data
Collection

Volume

6
5

Fraud Investigation

4
Fraud Detection

3
2

Fraud Prevention

1

Fraud Control Plan

0
2008-2009

2009-2010

2010-2011

Fraud Risk Assessment

Financial Year
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Table 3 and Figure 3 demonstrates the degree of compliance of DAFF over the period
from 2008-09 to 2010-11. It can be seen that DAFF satisfied all the requirements of the
Guidelines over the three said financial years. Even though there was little detail
provided in 2008-09 in relation to how these requirements has been followed, an
improvement in relation to the details can be recognised during 2009-10. The 2008-09
annual report had included respectable explanation regarding fraud control plan, while
ignored to present any details about the other requirements. In 2010-11, it is found there
has been no detail regarding any of the requirements. Avoiding provide details or
explanations about the way of following the Guidelines could lead to doubts about the
compliance with the Guidelines to the reader of the annual report.

2. Attorney-General’s Department - Department of State

The Attorney-General’s Department (AG) assists the Australians through maintaining the
rule of law and serves the Australian Government by improving the systems for law and
justice, national security, and natural disaster relief (Attorney-General’s Department,
2013).
The content analysis of the annual report for AG is outlined in the following Table:
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Table 4 Details of Compliance of Attorney- General’s Department (2008-09 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

0

6

1

1

1

1

1

1

0

6

1

1

1

1

1

1

1

7

20082009
20092010
20102011

The summary of results for AG is presented in the following Figure:

Figure 4 Details of compliance of Attorney- General’s Department (2008 to 2011)
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0
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The Table 4 and Figure 4 displays the details of compliance with the Commonwealth
Fraud Control Guidelines within AG. As it has been shown above, the compliance with
the requirements of the Guidelines was generally high through the period of the study.
Through 2010-11 AG committed to present comprehensive compliance with the
Guidelines and that was by implementation of all the categories were used in this
research. 2008-09 and 2009-10 were less than the year of 2010-11 in the relation to the
deal of compliance. In 2008-09 one category was overlooked in preparing the annual
report of the year. Although there was great emphasis on the compliance with the
Guidelines as that appeared in the annual report, however, the annual reports had not
explanations why the level of compliance differ from year to year. This might be referred
to the circumstances and needs of the Department that could differ from one year to
another (Scott, 1995).

3. Australian Customs and Border Protection Service - Prescribed Agency

Australian Customs and Border Protection Service is mainly established to protect
Australia's borders and keep them safe (Australian Customs and Border Protection
Service, 2013). Its missions overlaps with other governments and international bodies
such as the Australian Federal Police, the Australian Quarantine and Inspection Service,
the Department of Immigration and Citizenship and the Department of Defence, in terms
of achieving the deterrence of illegal movement of goods and people across the border
(Australian Customs and Border Protection Service, 2013).
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The content analysis of the annual report for the Australian Customs and Border
Protection Service is outlined in the following Table:

Table 5 Details of Compliance of Australian Customs and Border Protection Service (200809 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

0

1

1

1

1

0

0

4

0

1

1

1

1

1

0

5

0

1

1

1

1

0

0

4

20082009
20092010
20102011

The summary of results for the Australian Customs and Border Protection Service is
presented in the following Figure:
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Figure 5 Details of Compliance of Australian Customs and Border Protection Service (2008
-2009 to 2010-2011)
6
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Table 5 and Figure 5 demonstrates the degree of compliance of the Australian
Customs and Border Protection Service over the period from 2008-09 to 2010-11. It
can be seen that the department of the Australian Customs and Border Protection
Service has not satisfied all the categories used in this research. Fraud risk
assessment; Fraud reporting and data collection; and process meet agency’s need
categories have been ignored in the annual reports of 2008-09 and 2010-11. Fraud
risk assessment; and Process meet agency’s need the only categories that not
provided in 2009-10, while the other categories have been satisfied. In 2008-09 the
agency provided details about fraud investigation and it was enough clear how they
engaged in fraud investigation activities and in accordance to the Commonwealth
Fraud Control Guidelines. Fraud control plan was the other category that had
respectable treatment in the annual report of 2008-09 with assurance of compliance
with the Commonwealth Fraud Control Guidelines. In general, the Australian
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Customs and Border Protection Service has disclosed decent details in relation to
compacting fraud and its compliance with the Guidelines in the annual reports of
2008-09; 2009-10; and 2010-11.

4. Australian Federal Police - Prescribed Agency

The Australian Federal Police (AFP) is the federal police agency of the Commonwealth
of Australia. The AFP plays role in enforcing the Commonwealth of Australia criminal
law and at the same time to protect Commonwealth and national interests from crime
either in Australia or overseas (Australian Federal Police, 2012).
The Table below display the summary of the results of the content analysis for AFP for
the period 2008-09 to 2010-11:

Table 6 Details of compliance of Australian Federal Police (2008-09 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

1

7

0

1

1

1

1

1

1

6

1

1

1

1

1

0

0

5

20082009
20092010
20102011
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The following Figure presents the results of coding the annual report of AFP:

Figure 6 Details of Compliance of Australian Federal Police (2008-2009 to 2010-2011)
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Table 6 and Figure 6 demonstrate the degree of compliance of AFP over the years 200809 to 2010-11. The Figure shows gradual decrease in the degree of the compliance with
the Guidelines within AFP during the years 2008-09; 2009-10; and 2010-11. It is not
clear why this decrease occurred, but it can be said that in 2008-09 it is notable that there
was a great emphasise on the compliance with the Guidelines and satisfaction to all the
categories used in this research. However, as the Figure shows in 2009-10, Fraud risk
assessment had been ignored as an important part of the compliance with the Guidelines.
Also, it can be seen that there were two requirements which are Fraud reporting and data
collection; and process meet agency’s need had missed in the annual reports of 2009-10
and 2010-2011 as elements of the application of the Guidelines.
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5. Australian Security Intelligence Organisation - Prescribed Agency

The Australian Security Intelligence Organisation (ASIO) is Australia's national security
service, which concerns to defend Australia and its citizens from “espionage, sabotage,
acts of foreign interference, politically motivated violence, attacks on the Australian
defence system, and terrorism” (Australian Security Intelligence Organisation, 2013).
The Table below displays the summary of the results of the content analysis for ASIO for
the period 2008-09 to 2010-11:

Table 7 Details of compliance of Australian Security Intelligence Organisation (2008-09 to
2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

0

1

1

6

1

1

0

0

0

1

1

4

1

1

1

1

0

1

0

5

20082009
20092010
20102011
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The following Figure presents the results of coding the annual report of ASIO:

Figure 7 Details of Compliance of Australian Security Intelligence Organisation (2008-2009
to 2010-2011)
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The above Figure and Table illustrates the degree of compliance within ASIO over the
financial years 2008-09; 2009-10; and 2010-11. The Figure shows that there was a
fluctuation in the degree of compliance with the Commonwealth Fraud Control
Guidelines during the years of the study period. In 2008-09 the annual report showed
high degree of compliance, where the annual report included six out of seven of the
categories used in this study. 2009-10 represented the lowset degree of compliance
comparing with the other years. The 2009-10 year had fulfilled only four out of seven of
the categories were used in the study which were Fraud risk assessment; Fraud control
plan; fraud reporting and data collection; and Process meet agency’s need. In 2010-11,
there was an improving that occurred in relation to the compliance extent comparing with
the previous year (2009-10). It is again not clear the reasons behind the fluctuating
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compliance degree, but it is notable this agency emphasis on their application to the
Guidelines based on the agency’s need and that is could explicate the different
compliance during the years of the study.

6. Family Court of Australia - Prescribed Agency

The Family Court of Australia has responsibility to assist Australian families with their
legal family disputes (Family Court of Australia, 2013). Also it concerns to provide good
quality servies to children, families, and separated families (Family Court of Australia,
2013).
The Table below displays the summary of the results of the content analysis for the
Family Court of Australia for the period 2008-09 to 2010-11:

Table 8 Details of Compliance of Family Court of Australia (2008-09 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

0

6

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

20082009
20092010
20102011
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The following Figure presents the results of coding the annual report of the Family Court
of Australia:

Figure 8 Details of compliance of Family Court of Australia (2008 to 2011)
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The Table 8 and Figure 8 shows the degree of compliance within the Family Court of
Australia over the financial years 2008-09; 2009-10; and 2010-11. In general, it can be
seen that the Family Court of Australia committed to present high compliance with the
Guidelines through the period of the study. The lowest degree of compliance represented
in year 2008-09, where the Family Court of Australia applied six out of seven of the
categories used in the study. However, in 2009-10 and 2010-11 the agency followed all
the requirements of the Guidelines, so those years represented the highest degree of
compliance over the duration of the study. It is notable that the Family Court of Australia
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keened to fulfil the requirements of the Guidelines, as well as to provide information
about the application of these requirements in preparing its annual report during the study
period.

7. Department of Broadband, Communications and the Digital Economy Department of State

The Department of Broadband, Communications and the Digital Economy (DBCDE) is
an Australian Government department which works to maintain and develop The
“National Broadband Network; Postal and telecommunications policies and programs;
Spectrum

management;

Broadcasting

policy;

Digital

economy;

Regional

communications; Cyber safety and e-security; Regulatory reform and convergence; and
Digital Television” (Department of Broadband Communications and the Digital
Economy, 2013).

The Table below provides the summary of the results of the content analysis for DBCDE
for the period 2008-09 to 2010-11:
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Table 9 Details of Compliance of Department of Broadband, Communications and the
Digital Economy (2008-09 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

1

7

1

1

1

1

1

1

0

6

1

1

1

1

1

1

0

6

20082009
20092010
20102011

The following Figure presents the results of coding the annual report of DBCDE:
Figure 9 Details of Compliance of Department of Broadband, Communications and the
Digital Economy (2008-2009 to 2010-2011)
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The above Table and Figure proves the degree of compliance within DBCDE over the
financial years 2008-09; 2009-10; and 2010-11. Generally, the collected data shows that
DBCDE complied greatly over the period of the study with the Commonwealth Fraud
Control Guidelines and there was great emphasis and deal of information that clarify the
application to the guidelines in preparing the annual report over the period of study. In
2008-09 there was complete compliance with the categories used in the study, where the
seven categories implemented in preparing the annual report during the reported year. In
2009-10 and 2010-11the degree of compliance was less than the year of 2008-09, where
during the said years DBCDE missed one category in preparing the annual report.

8. Australian Communications and Media Authority (ACMA) – Prescribed
Agency

The Australian Communications and Media Authority (ACMA) is a statutory authority
within the Federal Government portfolio of Broadband, Communications and the Digital
Economy. The role of the ACMA is to regulate broadcasting; the internet; radio
communications; and telecommunications in way to ensure their maintenance and
progress (The Australian Communications and Media Authority, 2012).

The Table below provides a summary of the results of the content analysis for the ACMA
for the period 2008-09 to 2010-11:
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Table 10 Details of Compliance of Australian Communications and Media Authority (200809 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

20082009
20092010
20102011

The summary of results for ACMA is presented in the following Figure:

Figure 10 Details of Compliance of Australian Communications and Media Authority (2008
to 2011)
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Table 10 and Figure 10 demonstrates the degree of compliance of ACMA over the period
from 2008-09 to 2010-11.This was the second case that represented one hundred precent
compliance over the period of the study, the first was DAFF. It can be seen that the
ACMA satisfied all the requirements of the Guidelines over the three said financial years.
Also it is found that there have been no much details provided during the years of study
period in relation to how these requirements have been followed. The notable point that
can be stated in this part, that this agency differently reported its compliance with the
Guidelines over the study period. The ACMA had not disclosed its compliance in the
‘letter of Transmit’ like the above agencies, but it revealed only in ‘Corporate
governance’ section. That was irregular to the other agencies where they disclosed their
compliance with the Guidelines mainly in ‘letter of Transmit’ and expand it in other parts
in the annual report.

9. Department of Climate Change and Energy Efficiency – Department of State

The Department of Climate Change and Energy Efficiency is an Australian Government
department. This department concerns issues related to the mitigation of greenhouse gas
emissions, promotion of energy efficiency, adaptation to climate change and determining
of global solutions (The Department of Climate Change and Energy Efficiency, 2013).
The Department of Climate Change and Energy Efficiency aims to provide Australians a
more sustainable environment as well as solving climate challenges (The Department of
Climate Change and Energy Efficiency, 2013).
The Table below provides the summary of the results of the content analysis for the
Department of Climate Change and Energy Efficiency for the period 2008-09 to 201011:
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Table 11 Details of Compliance of Department of Climate Change and Energy Efficiency
(2008-09 to 2010-11)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

1

1

0

1

1

6

1

1

1

1

1

1

1

7

1

1

1

1

1

1

0

6

20082009
20092010
20102011

The following Figure presents the results of coding the annual report of the Department
of Climate Change and Energy Efficiency:
Figure 11 Details of Compliance of Department of Climate Change and Energy Efficiency
(2008-2009 to 2010-2011)
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The above Table and Figure demonstrates the degree of compliance of the Department of
Climate Change and Energy Efficiency with the Commonwealth Fraud Control
Guidelines over the years from 2008-09 to 2010-11. The compliance, as the Figure
shows, was very unstable and fluctuated form year to year through the period of the
study. 2009-10 represented the highest degree of compliance and implementation of all
the seven categories of the study. In contrast, 2010-11 symbolised the lowest degree of
compliance with the Guidelines during the study period. The only category that had
implemented in preparing the annual report of 2010-11, was ‘Fraud investigation’ with
complete ignorance to all other requirements of the Guidelines. While the year of 200809 located in the middle between 2008-09 and 2010-11 years, in this year there was
application to six out of seven categories used in the study.

10. Department of Defence - Department of State

The Australian Department of Defence is a Federal Government Department which a part
of the Australian Defence Organisation (ADO). The role of The Australian Department
of Defence is largely linked overlapped with the role of the Australian Defence Force
(The Australian Department of Defence, 2013). The Defence is responsible for protecting
Australia and its national interests (The Australian Department of Defence, 2013).

The Table below provides the summary of the results of the content analysis for the
Department of Defence for the period 2008-09 to 2010-11:
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Table 12 Details of Compliance of Department of Defence (2008-2009 to 2010-2011)

Fraud Risk
Assessment

Fraud
Control
Plan

Fraud
Prevention

Fraud
Detection

Fraud
Investigation

Fraud
Reporting
and Data
Collection

Process
meet
agency’s
need

Total

1

1

0

0

0

0

0

2

1

1

1

1

1

1

1

7

1

1

1

1

1

1

1

7

20082009
20092010
20102011

The following Figure presents the results of coding the annual report of the Department
of Defence:
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Figure 12 Details of Compliance of Department of Defence (2008-2009 to 2010-2011)
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The Figure and Table above displays details of compliance of the Department of Defence
with the Commonwealth Fraud Control Guidelines. It can be seen that in 2008-09 the
Department presented very low compliance with the Guidelines. Fraud Risk Assessment
and Fraud Control Plan were the only categories implemented in preparing the annual
report of 2008-09. However, in 2009-10- and 2010-11there was a big improvement in
relation to the deal of categories that followed in preparing the annual reports for the said
years. 2009-10 and 2010-11 represented high level of compliance with the Guidelines
where all the categories used in the study were fully implemented in preparing the
annuals reports.
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4.4 Conclusion
The purpose of this study was to explore the contribution of one of the Parliamentary
accountability processes, the Commonwealth Fraud Control Guidelines, makes to the
discharge of the Australian Federal Parliament’s and Government’s financial
accountability. The analysis was undertaken through the content analysis based on a
qualitative approach. The qualitative content analysis was implemented to the annual
reports of ten Australian Public Agencies over the period 2008-09; 2009-10; and 201011. The annual report was coded under seven distinct themes: fraud risk assessment,
fraud control plan, fraud prevention, fraud detection, fraud investigation, reporting
&data collection, and processes meet agency's need. These themes were representing the
requirements of the Commonwealth Fraud Control Guidelines.
The analysis of the chosen annual reports using content analysis obviously shows that the
Commonwealth Fraud Control Guidelines do contribute to the discharge of
Government’s financial accountability and the interests of the public. The qualitative
content analysis designated that a significant proportion of the government reporting of
entities of this study was highly applied and complied with the requirements of the
Commonwealth Fraud Control Guidelines through the years of study period.
In order to add meaning to the findings, this research adopted theory to drive analysis. As
mentioned in previous chapter institutional theory has been chosen as a theoretical
framework for this research in order to better understand the relationship between
government set guidelines and public acceptance and adherence to such guidelines. Since
the aim of this study is to understand and explain the relationship between the Australian
Public agencies and the Commonwealth Fraud Control Guidelines, it is essential to
consider some questions: why do public sector agencies change their existing practice by
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complying with such Guidelines? How do they react to pressures for change (as the
Commonwealth Fraud Control Guidelines one component of the economic reform or
change)? To answer such questions, the institutional theory is drawn in order to find
acceptable explanations to such questions. It has to be clarified here, that institutional
theory is not the only, or even the necessarily the superior theoretical approach.
However, it provides insights which are conducive for understanding and conceptualising
accounting change and behaviour in the public sector.
In general, viewing accounting as a social practice has allowed to more emphasis on a
set of meanings that are fundamental to accounting. These meanings were identified by
Miller (1994) as rationales which include the connection of financial terms such as
revenues, expenses and profits to the concept of accountability, effectiveness, and
efficiency. These rationales provide accounting new orientations and turn to be more than
just a practice that portrays the quantitative measure of entity activity. Such rationales
empower financial statement to be the instrument for applying concepts of accountability
in a diverse of definite organisational settings (Hopwood, 1990; Miller, 1991). The NPM
and what is creating under reform umbrella has led to accounting to be seen as a
legitimating device (Potter, 2005) that is an important mean by which organisations
respond to environmental and institutional pressures to enhance their legitimacy.
Organisations seek generally integrate practices that are perceived as rational by adopting
predominant concepts in order to increase their legitimacy and reinforce their prospects
of survival (Meyer & Rowan, 1977; Montagna, 1990). Public sector organisations would
largely acquiesce with institutional pressures to get legitimacy and to be consistent with
other organisation that in the same sector (DiMaggio & Powell, 1983). In connecting
with this research, it is possible that the Australian Public Agencies complied with the
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Commonwealth Fraud Control Guidelines in order to seen as legitimate, as all other
agencies in Australia that had implemented the Guidelines.
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5.1 Introduction
The concluding chapter outlines the research motivations and significance of this study.
Following this discussion, a brief discussion on the methodological framework is
provided. The next section of the chapter discusses the key findings through the
application of the research method, in addressing the identified research question. The
final section of this concluding chapter outlines the limitations associated with this study
and some avenues for further research.

5.2 Research Motivations

The motivation to undertake this study is built upon several influences. First, an
exploration to identify the nature of compliance with the Commonwealth Fraud Control
Guidelines by public agencies is opportune, as a review of the literature has found
significant gap in relation to fraud control in the Australian public sector. In particular the
research hopes to identify the extent of take up of the guidelines in relation to the notions
of efficiency, effectiveness and economy of the public resources which Commonwealth
public agencies manage. Second, the complexity of the public sector in relation to its
operating structure, sources of financing, and accountability obligations, has caused
rising concerns in relation to the appropriateness of this agenda of the public sector
(English, 2003). Third, there appears, after a review of the literature, to be no empirical
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evidence that indicates to date, the degree of compliance with the Commonwealth Fraud
Control Guidelines in government agencies. Thus, this research has the potential to fill
this gap in the government accounting literature, in particular in relation to the
management of fraud risk. Additionally, it attempts to contribute to public sector
accountability by identifying the nature of the relationship between public agencies and
the Commonwealth Fraud Control Guidelines.

5.3 Purpose of the Research
The recent reforms that have occurred in the Australian public sector have led to
implementation of private sector practices which have impacted public organisational
structures (Pollitt, 1993; Sinclair, 1995; Wanna et al., 1992). This new movement was
Known as the NPM and was described by the adoption of market ideologies in the public
sector in order to improve public services (Mulgan, 1997; Sinclair, 1995). Further, public
managers are now than ever held accountable not only for the way in which appropriated
funds dispersed and accounted for, but also for the efficiency and effectiveness with
which how those funds are spent (Guthrie et al., 1999; 2000a, 2001, 2000b, 1997;
Sinclair, 1995). The Commonwealth Fraud Control Guidelines has been promoted by the
Australian Government as the medium by which public sector agencies could improve
their accountability to the public and Parliament, and manage their funds more efficiently
(Attorney-General's Department, 2011). The Commonwealth Fraud Control Guidelines is
considered as one component of the reform agenda in the government sector (AttorneyGeneral's Department & Australian National Audit Office, 2004). The resulting enhanced
public accountability, it was envisaged, would ensure that taxpayers' funds would not be
used fraudulently or wastefully (Reith, 1996). Thus, the remit of the Commonwealth
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Fraud Control Guidelines is clearly to enhance public accountability by controlling fraud
and minimising the misuse of public resources (Attorney-General's Department, 2011).
The purpose of this study was to determine the applicability of the Commonwealth Fraud
Control Guidelines to the public sector by empirically identifying the relationship
between the Commonwealth Fraud Control Guidelines and the Australian Federal Public
Agencies. Further, it intended to observe if this relationship, which represents the
resulting degree of compliance with the guidelines, do contribute to the discharge of
Parliament’s and Government’s financial accountability. To address this purpose, the
following research question was developed:
Research Question: What is the nature of the relationship between the Commonwealth
Fraud Control Guidelines and the compliance, if any, by the Australian Commonwealth
Government organisations?
In doing so, qualitative content analysis is applied to explore the relationship between the
Commonwealth Fraud Control Guidelines and the Australian Public Agencies. The text
of annual reports of ten Australian Federal Public Agencies were analysed through
coding and grouping processes in two stages. In the first stage the annual reports were
coded in order to determine which agencies comply with the Commonwealth Fraud
Control Guidelines. In the second stage of the application of the research method, the text
of annual reports of compliant agencies was coded based on the requirements of the
Commonwealth Fraud Control Guidelines into discrete seven themes: ‘ fraud risk
assessment, fraud control plan, fraud prevention, fraud detection, fraud investigation,
reporting &data collection, and processes meet agency's need’. The focus of the second
stage of the content analysis was to highlight the degree of compliance to the Australian
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Public Agencies with the Commonwealth Fraud Control Guidelines. The findings of the
application of content analysis will be outlined in the following section.

5.4 Discussion of Findings
The findings demonstrate that the Commonwealth Fraud Control Guidelines do
contribute to the discharge of Government’s financial accountability and the interests of
the public. The analysis of the research method indicates that a significant proportion of
the government reporting of agencies of this study has complied with the Commonwealth
Fraud Control Guidelines through the years of study period.
As it has been discussed earlier in this research, the Australian Government intended to
increase public accountability through the reform of the public sector. In this regard, the
Commonwealth Fraud Control Guidelines has been issued in order to improve public
accountability, particularly in relation to the management of fraud risk and minimising
the misuse of public resources. The findings of the research indicated that the
Commonwealth Fraud Control Guidelines do contribute to the achievement of these
expectations by enhancing public accountability to the Parliament and public. The
guidelines also assist the public agencies to meet their obligations, both prescribed and
implied, to control fraud in order to achieve efficiency and effectiveness in managing
public funds.
In linkage with institutional theory, it can be said that the compliance with the
Commonwealth Fraud Control Guidelines can be seen as a response to isomorphic
pressures, in order to obtain or maintain legitimacy in the institutional environment
(Meyer & Rowan, 1977). The adoption of these institutionally-acceptable myths provides
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legitimacy which helps ensure organisational survival and stability and in turn
contributes to Parliament’s and Government’s legitimacy with the Australian public.
(DiMaggio & Powell, 1983; Meyer & Rowan, 1977; Scott, 2001). DiMaggio and Powell
(1983, p. 150) conclude that organisations will adopt similar structures as a result of three
types of pressures:
“Coercive pressures come from legal mandates or influence from organisations
they are dependent upon. Mimetic pressures that lead to copying successful forms
arise during high uncertainty. Finally, normative pressures to homogeneity result
from the similar attitudes and approaches of professional groups and associations
brought into the firm through hiring practices”.

DiMaggio and Powell (1983) further clarify that if the response of an organisation to
compliance pressures was radical, in this case the ‘Coercive’ part of institutional theory
would be the most revenant to justify the adoption of organisations to such practices or
concepts. The results of this research can be sorted under Coercive pressures. As it has
been discussed in the first chapter of this research, there have been pressures exerted on
the public sector in order to increase their accountability, efficiency and effectiveness.
Thus the public agencies do not have a choice in dealing with these pressures and the
wave of the public reforms, they must follow the practices that exist in institutional
environment in order to ensure their legitimacy and stability.
The results of the study have shown a high degree of compliance with the
Commonwealth Fraud Control Guidelines among the selected Australian public agencies.
However, the extent of compliance with the Guidelines differed from one organisation to
another among the sample of the research. Scott states “although all organisations within
a given institutional field or sector are subject to the effects of institutional forces within
the context, all do not respond in the same manner to these pressures” (1995, p. 118). It
has been argued that public organisations, which share similar institutional environment,
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might vary in their structures and practices due to some inherent characteristics to the
organisations (Greenwood, Oliver, Sahlin &Suddaby, 2008; Oliver, 1991). The
differences in responses to the public organisations are not only due to differences
between organisations, but also could be referred to the differences in the strategies of
organisations which are in turn built on the positions of these organisation (Scott, 1995).

5.5 The Significance of the Research

The significance of this research stems from its potential contributions. The main
contribution of this study is to the accounting literature on the Australian public sector
accountability, specifically in relation to the management of fraud risk. The literature
review demonstrates there is limited academic research concerning fraud control in the
Australian public sector. It seems that, if guidelines have been introduced by the
Australian Government as a way of coercing public agencies to increase the efficiency,
effectiveness and economy of the public resources that they manage, there should also be
regular assurance activities undertaken to determine if and how these guidelines are
‘working’. Thus the findings from this relatively small study could provide a basis for
future research in relation to fraud control and public accountability in the Australian
public sector and possible amendments to the current Commonwealth Fraud Control
Guidelines.

5.6 Limitations of the Research

This research has some limitations. First the study is restricted to only analysing
documentary evidence which is annual report. This was as a result to the limited
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timeframe (as this is a Masters Research Project) allowed for this research. While the
analysis was undertaken organisations’ annual reports, there is opportunity to expand the
research to include other relevant documents applying additional research methods such
as discourse analysis. The second limitation is that the study is based on a limited sample
of Federal Government organisations which while considered representative of the public
sector it does present an inherent risk to sample selection. That is, the sample may not
reflect fairly the situation of all Commonwealth public agencies in the context of the
Commonwealth Fraud Control Guidelines.

5.7 Future Research Possibilities
Finally, while this study has significance in itself by shedding light on the recent reforms
in the public sector especially in relation to the management of fraud risk and the
working of the Commonwealth Fraud Control Guidelines in a particular setting. The
research also obtains additional importance in forming a possible cornerstone for future
research. Such research could valuably comprise a comparison that could be done
between two similar departments from two dissimilar jurisdictions in order to determine
how the Guidelines could contribute to increase efficiency, effectiveness and
accountability. Another research could address the research question employing different
methods, or may be adopting different theoretical framework, as different theoretical may
produce different results to similar studies. These issues were noted during the course of
this research, however, as they were not the main focus of the thesis they were not
addressed and there remains considerable scope for future studies which may perhaps
examine these and other concerns about the role of recent changes principally in relation
to control fraud and improving financial public accountability.
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